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MEMORANDUM  FOR  UNDER  SECRETARY  OF  DEFENSE  FOR  ACQUISITION 
DIRECTOR,  DEFENSE  RESEARCH  AND  ENGINEERING 
DIRECTOR  OF  DEFENSE  PROCUREMENT 
ASSISTANT  SECRETARY  OF  THE  DEFENSE  (COMMAND, 
CONTROL,  COMMUNICATIONS  and  INTELLIGENCE) 
COMPTROLLER  OF  THE  DEPARTMENT  OF  DEFENSE 
ASSISTANT  SECRETARY  OF  THE  ARMY  (FINANCIAL 
MANAGEMENT) 

ASSISTANT  SECRETARY  OF  THE  NAVY  (FINANCIAL 
MANAGEMENT) 

ASSISTANT  SECRETARY  OF  THE  AIR  FORCE 
(FINANCIAL  MANAGEMENT  AND  COMPTROLLER) 

DIRECTOR,  DEFENSE  LOGISTICS  AGENCY 

SUBJECT:  Final  Quick-Reaction  Report  on  DoD  Procurements  Through 

the  Tennessee  Valley  Authority  (Report  No.  92-069) 


introduction 

During  FY  1991,  the  Office  of  the  Director,  Defense  Research 
and  Engineering;  the  Army,  Navy,  and  Air  Force;  and  Defense 
Logistics  Agency  (DLA)  activities  issued  306  interagency  orders 
valued  at  about  $149  million  to  the  Tennessee  Valley  Authority 
(TVA)  to  procure  support  services  and  various  equipment  items. 
Of  the  $149  million,  160  orders  valued  at  $95.7  million  were 
issued  to  TVA  in  August  and  September  1991  with  expiring  funds 
(Appendix  A).  On  September  17,  1991,  we  met  with  representatives 
of  the  Inspector  General,  TVA,  to  discuss  potential  problems  with 
DoD  procurements  through  the  TVA.  On  October  11,  1991,  we 
announced  a  cooperative  audit  with  the  Inspector  General,  TVA,  to 
evaluate  the  DoD  use  of  interagency  orders  to  obtain  contracting 
support  from  the  TVA. 

Authorization  of  Orders.  DoD  officials,  who  lacked 
authority  under  the  FAR  and  DFARS  to  approve  interagency 
acquisitions,  improperly  authorized  147  interagency  orders  to 
transfer  $84.8  million  of  expiring  funds  during  August  and 
September  1991  to  TVA  to  achieve  technical  obligation  of  those 
funds.  The  interagency  orders  to  TVA  involved  "contract 
offloading"  or  using  TVA  contracting  capabilities  rather  than  the 
DoD  contracting  system.  DoD  is  paying  TVA  a  brokerage  fee  ranging 
from  5  to  10  percent  of  the  total  value  of  each  order  to  perform 
contracting  functions  that  DoD  should  perform.  In  addition, 
internal  control  procedures  and  practices  at  the  DoD  activities 
involved  were  not  adequate  to  ensure  that  contracting  officers 
approved  interagency  orders  as  required  by  the  Federal 
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Acquisition  Regulation  (FAR)  and  Defense  Federal  Acquisition 
Regulation  Supplement  (DFARS) ,  or  to  preclude  the  transfer  of 
funds  to  the  TVA  on  orders  that  were  not  properly  authorized. 
This  report  addresses  only  those  orders  with  funds  issued  to  TVA 
in  August  and  September  1991.  A  subsequent  report  will  address 
the  overall  management  of  the  interagency  agreement  program  with 
TVA  and  funding  received  by  the  TVA  from  DoD  activities .  before 
August  1,  1991.  We  are  also  performing  similar  audits  with  the 
Inspectors  General  of  the  Department  of  Energy  and  the  National 
Aeronautical  and  Space  Administration. 

Corrective  OSD  Actions .  We  received  excellent  cooperation 
from  the  Comptroller  of  the  Department  of  Defense,  who  insisted 
that  the  TVA  cease  contracting  actions  on  questionable  orders.  On 
October  24,  1991,  the  Inspector  General,  DoD,  sent  the 
Comptroller  a  memorandum  requesting  that  he  authorize  TVA  to 
suspend  contract  awards  for  30  days  for  those  DoD  orders  received 
during  September  1991.  On  November  12,  1991,  in  a  letter  to  the 
President,  Resources  Group,  TVA,  the  Comptroller  requested  that 
TVA  suspend  actions  that  would  further  obligate  DoD  funds  on 
interagency  orders  received  during  September  1991.  On 
November  13,  1991,  the  Comptroller  issued  a  memorandum  to  inform 
the  Military  Departments  and  Defense  agencies  that  he  had 
requested  TVA  to  temporarily  suspend  contracting  actions.  In  a 
letter  to  TVA  on  December  17,  1991,  the  Comptroller  requested 
that  TVA  refrain  from  further  contract  activity  on  the 
contracting  actions  until  additional  guidance  was  provided.  The 
complete  text  of  this  correspondence  is  contained  in  Appendix  B. 

On  October  25,  1991,  the  Under  Secretary  of  Defense  for 
Acquisition  issued  a  memorandum  to  the  Secretaries  of  the 
Military  Departments  and  Directors  of  the  Defense  agencies  to 
reinforce  DoD  policies  regarding  contract  offloading  and  to 
request  aggressive  actions  to  ensure  compliance  with  established 
policies  regarding  the  use  of  interagency  agreements 
(Appendix  C) .  The  memorandum  solicited  continued  support  from 
the  Military  Departments  and  DLA  in  minimizing  the  risk  of  orders 
for  interagency  acquisitions  being  placed  by  unauthorized  DoD 
program  officials. 

Army  Actions.  On  December  26,  1991,  the  Assistant  Secretary 
of  the  Army  (Research,  Development  and  Acquisition)  issued  a 
message  to  all  Army  legal  offices,  comptrollers,  resource 
managers,  and  finance  and  accounting  offices  concerning  Army 
activities'  continuation  of  improper  contract  offloading 
practices  and  possible  funding  violations,  and  stated  that  these 
practices  must  cease  immediately.  The  message  requested  that  all 
activities  that  sent  work  or  fluids  to  TVA  in  fiscal  years  1990 
and  1991,  submit  a  detailed  report  including  justification  for 
the  need  to  procure  through  TVA  (Appendix  D) . 
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Obi actives  and  Scope 

Inspector  General.  DoD.  The  objective  of  the  audit  was  to 
evaluate  the  use  of  interagency  agreements  and  orders  to  obtain 
contracting  support  from  the  TVA.  For  this  report,  we  determined 
whether  DoD  contracting  officers  reviewed  the  requirements  on  the 
interagency  orders  and  authorized  the  interagency  acquisitions  in 
accordance  with  the  FAR  and  DFARS.  We  also  examined  the 
interagency  orders  issued  to  TVA  in  August  and  September  1991  to 
determine  compliance  with  year-end  spending  restrictions.  We 
visited  the  TVA,  Knoxville,  Tennessee,  to  interview 
representatives  of  the  Technology  Brokering  Program  (TBP)  and 
General  Counsel,  TVA,  obtain  interagency  agreements,  ordering 
documents,  invoices,  and  correspondence  relating  to  DoD  orders  to 
the  TBP  and  TVA's  Work-For-Others  (WFO)  Program  at  Muscle  Shoals, 
Alabama,  during  FY  1991.  We  queried  DoD  activities  that  issued 
interagency  orders  to  TVA,  using  a  questionnaire.  We  examined 
186  orders  valued  at  $106.5  million  that  were  issued  to  TVA  by 
DoD  activities  during  August  or  September  1991  to  ensure 
compliance  with  year-end  spending  restrictions. 

This  report  is  based  on  work  performed  from  October  through 
December  1991.  The  audit  was  made  in  accordance  with  auditing 
standards  issued  by  the  Comptroller  General  of  the  United  States, 
as  implemented  by  the  Inspector  General,  DoD.  Accordingly,  we 
included  such  tests  of  internal  controls  as  were  considered 
necessary.  We  did  not  rely  on  computer-based  data  to  accomplish 
the  audit  objectives.  Activities  contacted  are  listed  at 
Appendix  E. 

Inspector  General.  TVA.  As  part  of  the  cooperative  audit 
between  DoD  and  TVA,  the  Inspector  General,  TVA  evaluated  the  TVA 
compliance  with  applicable  procurement  laws  and  regulations; 
achievement  of  the  Technology  Brokering  Program  objectives;  and 
procedures  used  by  DoD  to  obtain  contracting  support  from  the 
TVA.  The  review  was  conducted  from  October  through  December  1991. 
The  Inspector  General,  TVA; 

o  sampled  contractual  agreements  issued  by  TVA  during 
FY  1991  on  a  judgmental  basis,  to  determine  the  nature  of  the 
work  accepted  by  the  TBP, 

o  interviewed  TVA  contractors  (cooperators)  to 
determine  how  the  TBP  was  marketed  and  the  extent  of  the  contract 
administration  process  performed  by  TVA, 

o  performed  a  limited  review  of  the  internal  controls 
relating  to  the  contract  administration  process, 

o  reviewed  the  basis  for  the  brokerage  fee  charged  by 
TVA  to  administer  the  TBP,  and 

o  examined  the  use  of  interest  earned  on  monies  from 
funding  activities. 
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The  Inspector  General,  TVA  is  planning  to  issue  a  final 
audit  report  on  the  results  of  their  audit  of  the  TBP  in  April 
1992. 

Internal  Controls 

The  audit  identified  a  material  internal  control  weakness  as 
defined  by  Public  Law  97-255,  OMB  Circular  No.  A-123  and  DoD 
Directive  5010.38.  Internal  accounting  and  administrative 
controls  either  did  not  exist  or  were  inadequate  to  preclude 
unauthorized  issuance  of  interagency  orders  and  to  preclude 
payments  on  interagency  orders  that  were  not  approved  by  DoD 
contracting  officers.  DoD  program  officials  circumvented 
established  policy  and  exceeded  their  authority  by  not  obtaining 
required  approvals  from  DoD  contracting  officers  in  placing 
interagency  orders  with  TVA.  Additionally,  corrective  actions 
were  not  implemented  on  deficiencies  reported  in  prior  audit 
reports  of  interagency  acquisitions  through  the  Library  of 
Congress  and  the  Department  of  Energy.  We  attributed  these 
conditions  to  a  lack  of  management  emphasis  on  implementing 
control  procedures  by  the  Military  Departments.  Compliance  with 
the  FAR  and  DFARS  procedures  for  interagency  acquisitions  would 
probably  have  prevented  the  deficiencies  discussed  in  this 
report.  Contracting  officers  generally  have  the  skills  and 
requisite  training  necessary  to  determine  whether  another  Federal 
agency  can  provide  the  needed  supplies  and  services  more 
economically  and  efficiently  than  through  direct  DoD  contracting. 
In  the  DoD  FY  1991  annual  statement  of  assurance,  the  Army  and 
Navy  identified  the  inappropriate  offloading  of  contract 
requirements  as  a  material  weakness.  The  target  date  for 
correction  of  the  weakness  is  FY  1992.  The  Air  Force  stated  that 
it  corrected  a  material  weakness  in  contract  offloading 
identified  in  FY  1990  through  changes  to  policy  and  regulations. 
Implementation  of  the  report  recommendations  should  correct  the 
weaknesses.  A  copy  of  this  report  will  be  provided  to  the  senior 
internal  control  officials  in  OSD  and  the  Army,  Navy,  and  Air 
Force . 

Prior  Audit  coverage 

During  the  last  3  years,  the  Inspector  General,  DoD  issued 
the  following  reports  on  contracting  through  interagency 
agreements  with  non-DoD  agencies. 

o  Report  No.  90-034,  "Contracting  Through  Interagency 
Agreements  with  the  Library  of  Congress,"  February  9,  1990 

o  Report  No.  90-085,  "DoD  Hotline  Allegation  of 
Irregularities  in  DoD  Contractual  Arrangements ,  with  the 
Department  of  Energy,"  June  19,  1990 

The  Inspector  General,  DoD  also  has  the  following  audits  in 
process. 
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o  Project  No.  1CH-0033,  "Allegations  of  Improprieties 
Involving  DoD  Acquisition  of  Services  Through  the  Department  of 
Energy,"  which  is  a  cooperative  audit  with  the  Inspector  General, 
Department  of  Energy. 

o  Project  No.  1CA-8004,  "DoD  Procurements  Through  the 
Jet  Propulsion  Laboratory,"  which  is  a  cooperative  audit  with 
the  Inspector  General,  National  Aeronautics  and  Space 
Administration. 

Background 

Tnteraaencv  Acquisitions.  The  Economy  Act  of  1932,  U.S.C., 
title  31,  section  1535,  provides  the  authority  and  conditions  for 
interagency  acquisition  of  goods  and  services.  The  Act 
authorizes  the  head  of  an  agency  or  major  organizational  unit 
within  an  agency  to  acquire  goods  or  .  services  from  another 
agency,  if  the  other  agency  is  in  a  position  to  provide  or  obtain 
by  contract  the  services  or  goods  ordered;  the  head  of  the  agency 
or  unit  determines  that  it  is  in  the  best  interest  of  the 
Government?  and  the  head  of  the  agency  determines  that  the 
services  cannot  be  obtained  as  conveniently  or  cheaply  from  a 
commercial  enterprise.  The  Act  further  defines  the  head  of  an 
agency  or  unit  as  the  Secretary  of  Defense  or  the  Secretary  of  a 
Military  Department.  The  FAR  Subpart  6.002,  "Competition 
Requirements,"  states  that  no  agency  shall  contract  for  supplies 
and  services  from  another  agency  for  the  purpose  of  avoiding  the 
requirements  of  competitive  contracting. 

The  FAR  Subpart  17.502,  "Interagency  Acquisitions  Under  the 
Economy  Act,"  requires  that  the  head  of  the  requesting  agency,  or 
designee,  make  a  determination  that  orders  placed  under  the  Act 
with  another  agency  are  in  the  best  interest  of  the  Government 
prior  to  placing  the  orders.  The  DFARS  217.502  (1988  edition) 
states  that  a  DoD  contracting  officer  is  the  designee  to  make  the 
determination  required  by  the  FAR.  The  purpose  of  the  FAR  and 
DFARS  requirements  are  to  ensure  that  the  expert  knowledge  of  DoD 
contracting  officers  is  fully  utilized  in  determining  that  it  is 
in  the  best  interest  of  DoD  to  obtain  required  supplies  or 
services  through  an  interagency  acquisition  rather  than  through 
direct  contracting  by  DoD. 

The  FAR  Subpart  17.504(b),  "Ordering  Procedures,"  states 
that  an  interagency  order  may  be  placed  on  any  form  or  document 
that  is  acceptable  to  both  agencies,  as  long  as  the  order 
includes  a  description  of  the  supplies  or  services  required, 
delivery  requirements,  a  funds  citation,  a  payment  provision,  and 
acquisition  authority  as  may  be  appropriate.  Two  documents  that 
are  used  to  place  interagency  orders  are  a  contract  *  instrument, 
such  as  a  delivery  order  placed  on  a  DD  Form  1155,  "Order  for 
Supplies  and  Services,"  or  a  DD  Form  448,  "Military 
Interdepartmental  Purchase  Request  _  (MIPR) . "  The  contract 
instrument  is  signed  by  a  contracting  officer  and,  if  above 
$25,000,  will  be  identified  in  the  DD  350  Individual  Contract 
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Action  Reporting  System.  A  MIPR  is  a  purchase  request  authorized 
by  DFARS  208.7006  to  be  used  to  procure  items  assigned  to  another 
DoD  Component  or  the  General  Services  Administration  for 
integrated  materiel  management.  A  MIPR  may  also  be  used  to 
acquire  nonpersonal  services  in  accordance  with  single  department 
acquisition  assignments  or  agreements  between  departments  within 
DoD  as  provided  in  DFARS  208.7005.  A  MIPR  is  not  intended  to  be 
used  to  procure  supplies  or  services  from  other  agencies,  and 
there  is  no  requirement  for  purchases  using  MIPRS  to  be 
identified  in  the  DD  350  Individual  Contract  Action  Reporting 
System. 

TVA  programs.  The  TVA  accepted  interagency  orders  from  DoD 
activities  under  two  programs:  the  TBP,  which  is  managed  at  TyA 
offices  in  Knoxville,  Tennessee,  and  the  WFO  Program,  which  is 
managed  by  the  TVA  National  Fertilizer  and  Environmental  Research 
Center  at  Muscle  Shoals,  Alabama.  For  performing  the  contracting 
function  and  administering  the  programs,  the  TBP  and  WFO  assessed 
DoD  activities  a  fee  ranging  from  5  to  10  percent  per  order 
depending  on  total  dollar  values  of  the  orders.  The  TVA 
established  the  TBP  in  1988  and  received  $500,000  in  interagency 
orders  from  DoD  activities  in  the  first  year.  Total  receipts  for 
the  TBP  increased  to  over  $40  million  in  FY  1991,  through  July, 
and  the  program  received  an  additional  $106.5  million  from  DoD 
activities  in  August  and  September  1991. 

Year-end  Spending.  The  subject  of  year-end  spending  was 
addressed  in  several  Office  of  Management  and  Budget  (0MB)  policy 
letters  during  the  last  10  years.  In  1981,  the  Office  of  Federal 
Procurement  Policy,  OMB,  issued  Policy  Letter  81-1,  which  stated 
that  each  agency  head  is  responsible  for  ensuring  efficient  and 
economical  procurement  by  reducing  wasteful  practices  resulting 
from  hurried  or  unnecessary  end-of-year  procurements.  In  1987, 
and  again  in  1988,  the  Director,  OMB,  issued  memorandums  asking 
agency  heads  to  prevent  wasteful  year-end  spending  through  the 
obligation  of  funds  solely  to  keep  them  from  lapsing  or  being 
reported  as  unobligated  at  fiscal  year  end. 

Discussion 

DoD  officials,  who  lacked  authority  under  the  Economy  Act, 
the  FAR,  and  the  DFARS  to  approve  interagency  acquisitions, 
transferred  expiring  funds  during  August  and  September  1991  to 
achieve  technical  obligation  of  those  funds.  The  TVA  accepted 
the  orders  assuming  they  were  properly  authorized  by  DoD 
activities.  The  DoD  activities  that  issued  unauthorized 
interagency  orders  to  the  TVA  are  identified  in  Appendix  A. 

Contracting  Officer  Approval.  Using  a  questionnaire,  we 
contacted  the  DoD  activities  that  issued  interagency  orders  to 
the  TVA  during  FY  1991  to  determine  whether  the  orders  were 
approved  in  advance  of  issuance  by  a  DoD  contracting  officer.  We 
determined  that  only  3  of  the  306  interagency  orders  issued 
during  FY  1991  were  properly  authorized  by  DoD  contracting 
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officers.  Another  62  interagency  orders  were  reported  as 
reviewed  by  contracting  officers,  but  those  with  determinations 
and  findings  did  not  adequately  support  the  fact  that  the 
supplies  or  services  could  not  be  provided  more  conveniently  or 
economically  by  a  commercial  source,  and  those  without 
determinations  and  findings  only  had  verbal  contracting  officer's 
approval.  The  remaining  303  orders  were  unauthorized 
acquisitions.  The  responses  from  all  DoD  activities  queried  are 
not  included  in  this  report  because  some  responses  clearly 
exhibited  a  lack  of  knowledge  of  DoD  contracting  principles  and  a 
lack  of  understanding  of  year-end  spending  restrictions.  The 
responses  were  provided  to  appropriate  command  personnel  in  the 
Military  Departments. 

Year-end  Spending.  During  August  and  September  1991,  DoD 
activities  issued  186  interagency  orders  valued  at  $106.5  million 
to  TVA.  We  determined  that  160  of  these  orders  valued  at 
$95.7  million  involved  transfers  of  funds  due  to  expire  at  the 
end  of  FY  1991.  Acceptance  of  the  orders  by  TVA  was  sufficient 
evidence  to  support  the  recording  of  an  obligation  on  the  DoD 
financial  records.  We  considered  as  inappropriate  year-end 
spending,  those  interagency  orders  lacking  proper  contracting 
officer  determinations  and  approvals,  which  were  issued  during 
August  or  September  1991  and  cited  expiring  funds.  We  also 
considered  as  year-end  spending  orders  citing  expiring  funds  for 
ongoing  projects  that  were  not  identified  in  statements  of  work 
prior  to  August  or  September  1991. 

The  following  are  examples  of  orders  issued  to  the  TVA 
during  August  or  September  1991. 

o  On  August  21,  1991,  the  Naval  Ship  Systems 
Engineering  Station  in  Philadelphia,  Pennsylvania,  requested  that 
TVA  contract  with  Engineering  Visions,  Incorporated,  for  various 
prototype  modernization  projects  for  Navy  vessels.  The  Station 
transferred  Navy  Operation  and  Maintenance  (O&M)  funds  in  the 
amount  of  $6,067,220  for  this  procurement. 

o  On  September  10,  1991,  the  U.S.  Army  John  F.  Kennedy 
Special  Warfare  Center  and  School  at  Fort  Bragg,  North  Carolina, 
requested  TVA  to  procure  404  Intel  model  386  laptop  computers, 
404  portable  Diconix  printers,  and  associated  software  for  the 
computers.  These  computers  were  for  student  use  at  the  School. 
Army  0&M  funds  in  the  amount  of  $2,007,108  were  provided  for  this 
procurement. 

o  On  September  16,  1991,  U.S.  Forces,  Korea  (USFK) 
requested  TVA  to  contract  for  the  development  of  a  decision 
support  system  to  support  information  requirements  of  the 
Commander,  USFK.  An  initial  increment  of  Army  O&M  funds  in  the 
amount  of  $1.0  million  was  provided  for  this  procurement.  These 
funds  were  withdrawn  by  the  USFK  after  we  inquired  about  approval 
of  the  order. 
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o  in  September  1991,  the  Air  Force,  Headquarters, 
834th  Air  Base  Wing  at  Hurlburt  Field,  Florida,  sent  10  MIPRs  to 
TVA  to  obtain  goods  and  services  such  as  a  gas  utility  vehicle, 
hand-held  handi-talkies  with  headsets  and  boom  microphones, 
asbestos  removal,  design  of  a  machine  gun  range,  and  a 
requirement  to  clear  trees  and  underbrush.  Air  Force  O&M  funds 
of  $995,000  were  provided  for  these  procurements. 

o  During  August  and  September  1991,  the  Army  All 
Source  Analysis  System  Program  Office  (ASAS)  transferred  O&M 
funds  of  $2,162,900  to  TVA  to  develop  requirements  and  evaluate 
hardware  and  software  architecture  for  the  ASAS  Training  System. 
These  funds  were  subsequently  withdrawn. 

As  a  result  of  our  inquiries  during  this  audit, 
10  activities  withdrew  $5.9  million  from  TVA  (Appendix  F) .  The 
DoD  activities  listed  in  Appendix  A  should  terminate  those 
interagency  orders  issued  inappropriately  during  August  or 
September  1991  and  procure  the  valid  supplies  or  services  through 
a  contracting  office. 

Status  of  Orders  Accepted  bv  TVA.  TVA  stopped  contracting 
actions  on  137  of  the  186  DoD  interagency  orders,  valued  at 
$84.5  million,  as  the  result  of  two  requests  from  the 
Comptroller,  DoD  (November  12,  and  December  17,  1991).  The  TVA 
also  delayed  issuance  of  definitized  contracts  for  another 
16  orders,  valued  at  $20.2  million  for  which  it  had  issued 
letters  of  intent  to  contractors  prior  to  the  suspension.  A 
letter  of  intent  authorizes  the  contractor  to  proceed  with  work 
and  to  incur  costs  up  to  a  specified  ceiling  amount  prior  to 
receiving  a  formal  contract.  The  TVA  letters  of  intent,  however, 
do  not  authorize  contractors  to  submit  invoices  prior  to  award  of 
the  formal  contract. 

Under  the  Economy  Act,  U.S.C.,  title  31,  section  1535,  any 
funds  transferred  to  another  agency  under  the  Act  must  be 
deobligated  at  the  end  of  the  fiscal  year  unless  the  performing 
agency  has  incurred  valid  obligations  under  the  agreement.  For 
these  purposes,  valid  obligations  can  only  be  incurred  after  a 
contract  has  been  established.  Until  a  contract  is  issued  by 
TVA,  a  binding  obligation  of  DoD  funds  has  not  occurred. 
Further,  section  1311(a)  of  the  Economy  Act  states  that  the 
procuring  agency  may  not  have  more  time  to  execute  the 
procurement  through  contracts  than  the  agency  issuing  the  orders 
would  have  had,  if  it  had  done  the  procuring.  All  DoD 
interagency  orders  issued  to  TVA,  using  expiring  FY  1991  funds 
that  were  not  placed  on  contracts  by  TVA  prior  to 
September  30,  1991,  should  have  been  canceled  and  the  funds 
deobligated  in  accordance  with  the  Act.  Also,  those-  orders  with 
expiring  funds  issued  to  TVA  on  which  TVA  has  issued  letters  of 
intent  after  September  30,  1991,  should  be  terminated  and  funded 
with  current  year's  funds.  A  onetime  monetary  benefit  of 
$13.2  million  can  be  realized  by  the  cancellation  of  these 
interagency  orders.  This  includes  $7.3  million  in  TVA  brokerage 
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fees,  from  cancellation  of  the  interagency  orders  shown  in 
Appendix  A,  and  $5.9  million  for  the  interagency  orders  in 
Appendix  F  that  were  withdrawn  by  DoD  activities.  Additional 
savings  of  up  to  $84.2  million  could  be  realized  if  requirements 
for  the  orders,  identified  in  Appendix  A,  are  not  needed. 

Reasons  for  use  of  TVA.  Some  of  the  reasons  cited  by 
program  officials,  in  response  to  our  inquiries,  for  the  absence 
of  a  DoD  contracting  officer's  approval  on  the  orders  were: 

o  the  requiring  activity  did  not  have  a  contracting 

office. 


o  the  program  official  was  not  aware  that  approval  by 
a  DoD  contracting  officer  was  required, 

o  the  program  office  believed  TVA  was  responsible  for 
determining  compliance  with  applicable  laws, 

o  a  contracting  officers  approval  would  have  delayed 
issuance  of  the  order, 

o  the  program  office  did  not  want  to  "overtax” 
contract  personnel ,  and 

o  the  contracting  office  denied  the  request  to  use  TVA 
so  the  activity  obtained  services  through  TVA  directly. 

These  reasons  indicate  that  adequate  corrective  actions  were 
not  taken  by  the  Military  Departments  to  strengthen  internal 
controls  after  issuance  of  previous  Inspector  General,  DoD,  audit 
reports  on  contract  offloading.  Those  reports  described  the 
inappropriate  issuance  of  DoD  interagency  orders  to  the  Library 
of  Congress  in  Report  No.  90-034,  "Contracting  Through  the 
Interagency  Agreements  with  the  Library  of  congress," 
February  9,  1990,  and  the  Department  of  Energy,  Report 
No.  90-085,  "DoD  Hotline  Allegation  of  Irregularities  in  DoD 
Contractual  Arrangements  with  the  Department  of  Energy," 
June  19,  1990.  As  a  result  of  those  audits,  the  Principal  Deputy 
Assistant  Secretary  of  Defense  (Production  and  Logistics)  issued 
a  May  10,  1990,  memorandum  that  solicited  support  of  the  Military 
Departments  and  DLA  in  training  program  officials  and  in 
establishing  internal  control  procedures  to  prevent  placement  of 
interagency  orders  by  unauthorized  DoD  program  officials. 

Forms  Used.  All  of  the  unauthorized  interagency  orders  were 
placed  using  MIPRs  (DD  Form  448)  or  similar  Navy  forms.  MIPRs, 
when  issued  by  one  DoD  Component  to  another  DoD  Component,  do  not 
require  contracting  officer  approval.  Because  the .  interagency 
acquisitions  to  TVA  were  made  on  MIPRs  rather  than  contract 
instruments,  the  acquisitions  through  another  Government  agency 
were  not  obvious  to  senior  DoD  managers.  Also,  the  MIPRs  were 
not  included  in  the  DD  350  Individual  Contract  Action  Reporting 
System.  Because  these  were  unauthorized  acquisitions  that  did  not 
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comply  with  the  requirements  of  the  Economy  Act,  the  FAR  and 
DFARS,  appropriate  disciplinary  actions  should  be  initiated 
against  those  program  officials  who  knowingly  exceeded  their 
authority  and  circumvented  applicable  laws  and  regulations  when 
authorizing  or  placing  interagency  orders  with  TVA.  In  addition, 
DoD  procurement  officials  should  be  required  to  use  a  form  when 
procuring  goods  and  services  from  non-DoD  agencies  that  includes 
sections  to  be  completed  and  signed  by  a  contracting  officer. 

Recommendations  for  corrective  Actions 

We  recommend  that  the  Assistant  Secretary  of  Defense 
(Command,  Control,  Communications  and  Intelligence) ,  the  Service 
Acquisition  Executives,  and  the  Director,  Defense  Logistics 
Agency: 

1.  Cancel  all-  interagency  orders  to  the  Tennessee  Valley 
Authority  listed  in  Appendix  A  that  are  determined  to  be  improper 
or  unauthorized,  that  have  not  been  placed  on  contract,  or  that 
have  letters  of  intent  to  contractors  but  where  no  costs  were 
incurred . 

2 .  Determine  the  appropriateness  of  terminating  or  reducing 
interagency  orders  where  the  Tennessee  Valley  Authority  has  only 
issued  letters  of  commitment  to  contractors  and  verify  that 
proper  funding  is  used  on  any  contracts  that  are  awarded. 

3.  Prohibit  placement  of  requests  for  supplemental  work 
under  existing  interagency  agreements  if  not  properly  approved  by 
a  DoD  contracting  officer. 

4.  Initiate  disciplinary  action  against  program  officials 
who  knowingly  exceeded  their  authority  by  improperly  authorizing 
or  placing  interagency  orders  with  the  Tennessee  Valley 
Authority. 

5.  Discontinue  the  use  of  Military  Interdepartmental 
Purchase  Requests  (DD  Form  448)  and  similar  forms  to  order  goods 
and  services  from  other  Federal  agencies  and  develop  a  form  that 
includes  a  section  for  completion  by  contracting  officers  to 
document  compliance  with  the  Federal  Acquisition  Regulation  and 
the  Defense  Federal  Acquisition  Regulation  Supplement. 

6.  Provide  information  on  canceled  orders  and  disciplinary 
actions  taken  against  program  officials  to  the  Assistant 
Inspector  General  for  Analysis  and  Followup,  DoD. 

Mapaqem»T>fc  gommefits 

A  draft  of  this  report  was  issued  on  December  18,  1991.  We 
received  prompt  comments  from  the  Assistant  Secretary  of  the  Army 
(Research,  Development  and  Acquisition);  Assistant  secretary  of 
the  Navy  (Research,  Development  and  Acquisition);  Assistant 
Secretary  of  the  Air  Force  (Acquisition) ;  Director,  Defense 
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Logistics  Agency;  and  Director  of  Defense  Procurement.  We  also 
received  comments  from  the  Director,  Defense  Research  and 
Engineering  and  the  Assistant  Secretary  of  Defense  (Command, 
Control,  Communications  and  Intelligence)  on  February  5,  1992.  A 
complete  text  of  all  comments  is  provided  in  Appendices  I 
through  0. 

Army  comments .  The  Assistant  Secretary  of  the  Army 
(Research,  Development  and  Acquisition)  substantially  concurred 
with  the  finding  and  recommendations  and  stated  that  all  orders 
not  placed  on  contract  by  TVA,  and  not  processed  in  compliance 
with  the  Economy  Act  and  DoD  year-end  spending  policies  would  be 
canceled.  The  estimated  completion  date  for  this  action  is 
March  31,  1992.  The  Assistant  Secretary  stated  that  the  Army 
would  review  all  interagency  orders  where  only  letters  of  intent 
have  been  issued;  and  when  appropriate,  request  that  the  orders 
be  terminated,  the  funds  returned,  or  that  proper  funds  be  used. 
The  estimated  completion  date  is  April  30,  1992.  The  Assistant 
Secretary  further  agreed  that  by  May  31,  1992,  the  Army  would 
initiate  disciplinary  actions  against  officials  who  knowingly  and 
willfully  exceeded  their  authority  by  improperly  authorizing  and 
affecting  interagency  orders  with  TVA.  On  December  26,  1991,  the 
Assistant  Secretary  directed  all  activities  to  require  the 
approval  of  a  contracting  officer  on  any  interagency  agreement  or 
individual  interagency  order  issued  to  a  non-DoD  agency.  The 
Assistant  Secretary  agreed  that  a  form  requiring  a  contracting 
officer's  signature  is  needed,  and  in  the  December  26,  1991, 
message  directed  that  during  the  interim,  contracting  officers 
must  sign  the  MIPR  to  attest  that  an  Economy  Act  determination 
has  been  made.  The  Assistant  Secretary  questioned  the  potential 
onetime  monetary  benefit  of  $106.4  million  cited  in  the  draft 
report.  The  Assistant  Secretary  suggested  that  a  more  reasonable 
figure  would  be  the  difference  between  the  estimated  additional 
cost  to  go  through  TVA  rather  than  through  a  DoD  activity. 

Navv  comments .  The  Assistant  Secretary  of  the  Navy 
(Research,  Development  and  Acquisition)  concurred  in  principle 
with  the  finding  and  recommendations,  stating  that  all  orders 
issued  to  TVA  that  can  be  canceled  will  be  canceled  and  that  the 
orders  may  be  reissued  only  after  meeting  all  regulatory 
requirements  for  interagency  and  Economy  Act  orders.  Those 
orders  determined  to  be  unauthorized  and  those  citing 
inappropriate  funds  would  be  terminated,  reduced,  or  ratified 
with  proper  funding,  as  appropriate.  The  Assistant  Secretary 
also  stated  that  the  Navy  will  reissue  guidance  on  the  regulatory 
requirements  for  contracting  officer  approval  of  Economy  Act 
orders  as  soon  as  practicable,  and  that  disciplinary  action  would 
be  initiated  by  activity  commanders  on  those  unauthorized 
personnel  who  abused  interagency  acquisitions  by*  obligating 
expiring  funds  or  using  favored  contractors.  The  Assistant 
Secretary  agreed  with  the  development  of  a  form  for  interagency 
purchases  and  stated  that  the  form  should  include  requirements 
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for  recording  the  acquisitions  in  the  DD  350  Individual  Contract 
Action  Reporting  System.  The  Assistant  Secretary  did  not  provide 
planned  dates  for  completing  the  corrective  actions  and  did  not 
comment  on  the  potential  monetary  benefits  from  cancellation  of 
the  orders. 

Air  Force  comments.  The  Assistant  Secretary  of  the  Air 
Force  (Acquisition)  concurred  with  the  finding  and 
recommendations,  stating  that  MIPRs  were  not  appropriately  used 
in  all  cases,  and  that  actions  would  be  taken  to  eliminate  their 
unauthorized  use.  The  Assistant  Secretary  stated  that  in  the 
future,  all  MIPRs  will  be  reviewed  by  an  appropriate  contracting 
authority,  and  all  the  interagency  orders  with  TVA  would  be 
reviewed;  and  those  orders  not  approved  by  a  contracting  officer 
would  be  canceled.  The  Assistant  Secretary  also  stated  that 
appropriate  administrative  and  disciplinary  action  will  be  taken, 
as  needed,  consistent  with  appropriate  policies,  procedures,  and 
legal  considerations.  A  Management  Policy  and  Procedures 
Directive  will  be  issued  requiring  a  contracting  officer 
determination  on  all  interagency  agreements  and  additional 
guidance  on  interagency  ordering  will  be  included  in  the  Air 
Force  FAR  Supplement.  The  Assistant  Secretary  did  not  agree  with 
the  potential  monetary  benefits  of  $106.4  million  and  stated  that 
some  of  the  interagency  orders  represent  bona  fide  requirements 
that  will  be  reprocured.  Tentative  milestones  for  completion  of 
the  corrective  actions  were  not  identified. 

Defense  Logistics  Agency  comments.  The  Deputy  Comptroller, 
Defense  Logistics  Agency  partially  concurred  with  the  finding  but 
did  not  agree  that  it  constituted  a  material  internal  control 
weakness  for  DLA.  The  Deputy  Comptroller  stated  that  the  service 
that  DLA  procured  through  TVA  had  been  performed  and  there  were 
no  outstanding  orders  with  TVA.  Current  policy  regarding 
interagency  agreements  will  be  reinforced  to  specify  that  using 
another  DoD  interagency  agreement  also  requires  compliance  with 
the  FAR  and  approval  for  the  transfer  of  funds. 

The  Deputy  Comptroller  did  not  agree  that  disciplinary 
action  should  be  initiated  against  any  DLA  personnel  because  the 
Defense  Reutilization  and  Marketing  Service  acted  on  the  advice 
of  Kelly  Air  Force  Base  personnel  to  fund  the  $28,112  order  with 
TVA,  and  the  order  was  for  a  valid  requirement.  The  Deputy 
Comptroller  also  nonconcurred  with  the  recommendation  to 
discontinue  the  use  of  MIPRs  and  similar  forms  to  place  orders 
with  other  Federal  agencies,  stating  that  DoD  should  instead 
clarify  its  use  and  approval  process  for  interagency  agreements 
in  the  Finance  and  Accounting  Manual  and  other  regulations.  The 
comments  did  not  identify  a  planned  date  for  issuance  of  the 
amended  policy  specifying  the  need  for  contracting  officer  review 
and  approval  of  the  use  of  another  DoD  Component's  interagency 
agreement . 
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Director  of  Defense  Procurement  comments.  The  Director  of 
Defense  Procurement  concurred  in  principle  with  the 
recommendation  to  change  the  MIPR  and  similar  forms  used  to  place 
orders  under  the  Economy  Act.  The  Director  stated  that  the 
DAR  Council  will  be  asked  to  develop  DFARS  language  to  require 
using  only  the  DD  Form  448  (MIPR)  to  place  orders  under  the 
Economy  Act,  and  to  modify  the  MIPR  by  adding  a  signature  block 
for  the  signature  of  the  cognizant  contracting  officer, 
indicating  a  determination  that  the  order  being  placed  under  the 
Economy  Act  is  in  the  best  interest  of  the  Government. 

Director.  Defense  Research  and  Engineering  comments.  The 
Director,  Defense  Research  and  Engineering  stated  that  the 
$10,000  interagency  order  issued  to  TVA  expired  *  on 
December  31,  1991,  and  it  would  not  be  renewed.  The  Director 
also  stated  that  responsibility  for  the  program  has  been 
transferred  to  the  Assistant  Secretary  of  Defense  (Command, 
Control,  Communications  and  Intelligence).  The  Director  did  not 
plan  to  initiate  disciplinary  action  against  the  program  manager 
because  the  program  had  moved  and  the  program  officials  did  not 
exceed  their  authority. 

Assistant  Secretary  of  Defense  ( Command.  Control  t .  Communica-. 
tions  and  intelligence!  comments.  The  Assistant  Secretary  of 
Defense  (Command,  Control  ■,  Communications  and  Intelligence)  also 
provided  comments  on  the  recommendations,  disagreeing  with  most 
of  the  recommendations.  The  Assistant  Secretary  stated  that  the 
$10,000  MIPR,  issued  in  August  1991  to  TVA  to  support  the  program 
transferred  to  his  office  from  the  Director,  Defense  Research  and 
Engineering  was  properly  authorized,  and  that  disciplinary  action 
should  not  be  taken  against  any  program  official  since  no  program 
officials  exceeded  their  authority.  The  Assistant  Secretary  also 
suggested  that  the  recommendations  prohibiting  placement  of 
supplemental  work  under  existing  interagency  agreements  and 
developing  a  form  that  includes  a  contracting  officer's 
completion  be  revised  to  allow  for  officials  other  than 
contracting  officers  to  approve  interagency  agreements. 

Audit  Response  to  Management 

We  consider  the  comments  from  the  Army,  Navy,  Air  Force, 
Director  of  Defense  Procurement,  and  the  Director,  Defense 
Research  and  Engineering  to  be  generally  responsive.  We  accept 
DLA's  position  that  the  issuance  of  a  single  $28,112  order  by 
one  activity  is  not  sufficient  evidence  of  a  material  internal 
control  weakness  that  would  require  disciplinary  action. 

We  consider  the  comments  from  the  Assistant  Secretary  of 
Defense  (Command,  Control,  Communications  and  Intelligence)  to  be 
generally  nonresponsive.  The  Contracting  Officer's  Technical 
Representative  and  the  other  officials  identified  in  the  response 
were  not  authorized  to  approve  the  MIPR  to  TVA  and  their  actions 
do  not  constitute  compliance  with  the  FAR  and  DFARS. 
DFARS  217.502  (1988  edition)  states  that  a  DoD  contracting 
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officer  is  the  designee  to  make  the  determination  required  by  the 
FAR.  We  believe  this  to  mean  that  the  program  officials  should 
have  had  a  contracting  officer  in  the  Defense  supply  Service- 
Washington  review  the  MIPR  and  provide  the  determination  and 
finding  required  by  DFARS  217.502.  We  do  not  agree  that  a 
deviation  to  DFARS  217.502  is  warranted  for  the  program  that  was 
transferred  to  the  Assistant  secretary. 

Based  on  the  comments  from  the  Army  and  Air  Force  concerning 
the  amount  of  onetime  monetary  benefits,  we  revised  the  amount  to 
consider  valid  requirements  that  might  be  reprocessed  after 
cancellation  from  TVA.  Therefore,  the  onetime  monetary  benefit 
has  been  revised  to  $13.2  million  and  consists  of  the  TVA 
brokerage  fee  that  would  be  saved  by  canceling  the  interagency 
orders  in  Appendix  A  and  the  amounts  already  withdrawn  by  DoD 
activities.  In  addition,  potential  additional  savings  exist  if 
some  of  the  other  requirements  are  canceled. 

Request  for  Comments 

DoD  Directive  7650.3  requires  that  all  recommendations  be 
resolved  promptly  and  that  completion  dates  for  actions  taken  or 
planned  be  provided.  Comments  to  the  final  report  are  requested 
by  May  4,  1992.  For  the  final  report,  we  added  Recommendation  6. 
that  requests  information  on  canceled  orders  and  disciplinary 
actions  be  provided  to  the  Assistant  Inspector  General  for 
Analysis  and  Followup,  DoD.  We  request  that  the  Army,  Navy,  and 
Air  Force  provide  a  response  on  Recommendation  6.  and  completion 
dates  for  all  agreed  upon  corrective  actions.  We  also  request 
that  the  Assistant  Secretary  of  Defense  (Command,  Control, 
Communications  and  Intelligence)  respond  to  Recommendation  6.  and 
reconsider  his  position  and  provide  additional  comments  on  the 
recommendations.  The  comments  must  indicate  concurrence  or 
nonconcurrence  in  the  finding  and  each  recommendation  addressed 
to  you.  If  you  concur,  describe  the  corrective  actions  taken  or 
planned,  the  completion  dates  for  actions  taken,  and  the 
estimated  completion  dates  for  the  completion  of  planned  actions. 
If  you  nonconcur,  state  your  specific  reasons  for  each 
nonconcurrence.  If  appropriate,  you  may  propose  alternative 
methods  for  accomplishing  desired  improvements. 

We  also  request  that  the  Army,  Navy,  and  Air  Force  provide 
comments  on  the  revised  monetary  benefits  (Appendix  F  and  G) .  If 
you  nonconcur  with  the  estimated  monetary  benefits  or  any  part 
thereof,  you  must  state  the  amount  you  nonconcur  with  and  the 
basis  for  your  nonconcurrence.  Recommendations  and  potential 
monetary  benefits  are  subject  to  resolution  in  accordance  with 
DoD  Directive  7650.3  in  the  event  of  nonconcurrence  or  failure  to 
comment . 
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The  cooperation  and  courtesies  extended  to  the  audit  staff 
are  appreciated.  If  you  have  any  questions  on  this  audit,  please 
contact  Mr.  Garold  E.  Stephenson  at  (703)  614-6275  (DSN  224-6275) 
or  Ms.  Kimberley  Caprio  at  (703)  614-3463  (DSN  224-3463).  Copies 
of  this  final  report  will  be  distributed  to  the  activities  listed 
in  Appendix  H. 


Robert  J.  Lieberman 
Assistant  Inspector  General 
for  Auditing 


Enclosures 

cc: 

Secretary  of  the  Army 
Secretary  of  the  Navy 
Secretary  of  the  Air  Force 

Inspector  General,  Tennessee  Valley  Authority 
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The  Director,  Defense  Research  and  Engineering  stated  in  their  response  that  responsibility  of  the  program 
supported  by  this  order  was  transferred  to  the  Assistant  Secretary  of  Defense  (Command,  Control,  Communications 
and  intelligence). 


The  following  abbreviations  and  acronyms  are  used  In  this  Enclosure. 
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AFSC/ASD . Air  Force  Systems  Command,  Aeronautical  Systems  Division 

HQMAC....... . . . Headquarters,  Military  Airlift  Command 

. . . . . , .Headquarters ,  Tactical  Air  Command 

HOPACAF . . . . .Headquarters ,  Pacific  Air  Force,  Elmendorf  Air  Force  Base 
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This  page  was  left  out  of  original  document 


CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE~TENNESSEE  VALLEY  AOTHORITY 


INSPECTOR  OINCRAl 

IM  ARMY  NAVY  SRIVt 
ASUNSTOK.  VMStNIA  IIHMM4 


OCT  *4 1991 


moumm  in  enmottn.  w«i«m  «  unm 

SUSJSCTi  Interagency  Orders  it  Tenners**  Valley  Authority 

m  During  the  Initial  stage*  ot  e  joint  audit  with  the  Office 
of  the  Inspector  Central*  Tennessee  Talley  Authority  (TVA)«  v* 
found  that  DoD  activities  aent  $100  Billion  In  Interagency 
our chase  orders  to  the  TVA  during  Septtnber  1*91.  Prsllalnary 
Indications  are  that  aany  of  those  orders  nay  not  have  Seen 
orocessed  In  accordance  with  the  Pederal  Acquisition  Regulation 
and  the  Defense  rederal  Acquisition  Regulation  Suppltaent. 

Previous  and  ongoing  audita  have  revealed  probleas  with 
unauthorised  OoD  personnel  bypassing  DoD  contracting  officers 
to  place  interagency  acquisition  orders  with  the  Library  of 
Congress.  the  Departnent  of  Energy,  and  other  Pederal  Agencies, 
we  are  concerned  that  the  surge  of  Interagency  orders  to  the 
TVA  could  be  another  nanlfestatlon  of  the  need  for  both  tha 
OoD  and  other  Agencies  to  tighten  Internal  controls  over  Econoay 
Act  orders  to  prevent  their  aleus*  for  clrcuaventlng  procureaent 
regulations. 

Our  audit  tesa  will  begin  reviewing  the  DoD  interagency 
reouests  at  the  TVA  offices  in  Knoxville  on  October  It.  He  may 
conduct  further  audit  worh  at  the  DoD  activities  that  originated 
the  orders.  Ns  will  Issue  quick  reaction  report*  addressing  any 
laoroperly  placed  purchase  request*,  la  the  Interla,  w*  request 
that  you  authorise  the  .TVA  to  suspend  contract  awards  for  >0  days 
for  DoD  orders  received  during  ffepteaber  1991.  The  cognisant  TVA 
official  let 


Mr.  John  «.  ttewart 
Vice  President*  Talley  Resources 
Tennessee  Talley  Authority 
4«0  R.  fuaalt  Rill  Drive 
Knoxville.  TR  S799I-U99 

Thank  you  for  your  cooperation. 
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rnRRESPONDBNCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont'd) 


COMPTROLLER  OF  THE  DEPARTMENT  Of  DEFENSE 
WAtHIMOTON.  OC  I010MIM 


w  i  i  ** 


nr.  v.  r.  Niau 

President*  Resources  Croup 

ftitMiit*  Valley  Authority 

400  *.  »unmlt  lin  Drive  (ET-12I-K) 

iDOrviUii  Tennessee  07002*1400 


Dour  Nr.  Vllllai 

Thia  lotttr  solicit*  your  support  to  temporarily  suspend 
further  set  ion*  hy  your  staff  that  would  result  in  obligating 
funds  rsesivsd  fro*  ths  Dspsrtssnt  of  Dsfsns*  on  Interagency 
orders  received  during  September  1001. 

This  suspension  has  been  rseo**ended  by  the  Department  of 
Defense  Inspector  General  (DoDIC)  to  enable  that  organisation  to 
deteraine  if  applicable  interagency  orders  war*  placed  in 
accordance  with  Department  of  Defense  procedures. 


Cordially* 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont'd) 


COMPTROLLER  OP  THE  department  Of  OEPENSE 

WASHINGTON  DClOSSt'IISS 


NOV  U  1991 


MEMORANDUM  FOR  UNDER  SECRETARY  OP  OEPENSE  (ACQUISITION) 

ASSISTANT  SECRETARY  OP  OEPENSE  (PRODUCT I ON  t 
LOGISTICS) 

ASSISTANT  SECRETARY  OP  TIB  ARMY  (FINANCIAL 
MANAGEMENT) 

ASSISTANT  SECRETARY  OP  TIE  NAVY  (FINANCIAL 
MANAGEMENT) 

ASSISTANT  SECRETARY  OP  THE  AIR  FORCE  (FINANCIAL 
MANAGEMENT  AND  COMPTROLLER) 

DIRECTORS  OP  TIE  OEPENSE  AGENCIES 
DIRECTOR,  WASHINGTON  IEADQOAATERS  SERVICES 

SUBJECT!  Interageney  Orders  at  Ttnnaaata  Vallay  Authority 


Recently,  I  requested  that  actions  by  the  Tennessee  Valley 
Authority,  on  Departaent  oC  Defense  interagency  orders  issued  in 
September  If SI,  be  temporarily  suspended  (see  attachment  1). 

This  action  was  taken  la  response  to  a  request  from  the 
Department  of  Defense  Inspector  General  (DoDIG).  The  DoDIG 
maintains  that  such  a  suspension  is  required  in  order  to  glee 
DoO  auditors  sufficient  time  to  determino  If  applicable  DoD 
interagency  orders  were  Issued  in  accordance  with  DoD  procedures 
(see  attachment  2).  In  a  separate  memorandum,  dated  October  2S, 
lffl,  (see  attachment  3),  the  Under  Secretary  of  Defense 
(Acquisition)  expressed  similar  concerns  to  the  Secretaries  of 
the  Military  Departments  and  the  Directors  of  the  Defense 
Agencies. 


Attachments 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont'd) 


m 


December  2#  1991 


Mr.  Mia  O'KhM 
Comptroller 

kttm  Mr.  ■•Iron  Toys 
Department  of 
Vaahlngton,  DC  20301-1100 

Poor  Mr.  O'lMfn 

your  lot  tor  of  Vovember  12,  1991*  to  V.  2.  Villi*  restated  that  TV1 
tmorarily  suspend  further  notion  to  obligate  fund*  received  from  the 
Department  of  Oof  onto  on  Intar ageney  order*.  TVk  in  complying  with  your 
regun  it  end  1*  assisting  the  DoOIC  ntaff  *•  they  obtain  information  to 
determine  if  SCO  procedure*  hove  been  followed  properly. 

Xn  clarification  of  your  request,  we  made  Nr.  Ceroid  ftephnnaon  of  the 
peOXC  aware  at  the  time  of  hi*  visit  with  u*  in  October  that  TV*  had 
innued  21  letter*  of  intent  to  contract  with  II  cooperator*  for  a  total 
of  $21,229 * 490*  Ve  informed  him  that  thane  letter*  represent  contract 
net  lone  which  had  been  initiated  but  not  completed  prior  te  hie  arrival. 
«e  explained  that  la  eaeh  can*  the  cooperator  baa  boon  given  e  work  at  art 
date  and  an  initial  apending  limit,  further,  baaed  oa  thane  letter* , 
billable  work  ha*  been  performed  and  TVk  muat  honor  the  cooperator*' 
invoice*.  To  do  thin,  however,  we  muat  complete  the  contracting  pr ocean 
for  each  cooper etor  wfaleh  will  create  the  neeeeeary  payment  procedural, 

Mr.  ftephennon  indicated  he  would  conalder  the  letter#  ef  intent  and 
reapond  early  to  TVk  rtgardlag  the  completion  of  thoae  contract  actions. 
■#  haa  nine#  varbally  indicated  to  tbe  TVk  10  ntaff  that  the  letters 
appeared  to  represent  a  TVk  contract  obligation  and  that  TVX  should  honor 
the  coopers  tore'  invoices. 

This  letter#  then,  is  to  inform  you,  and  by  copy,  Mr.  ftephennon,  that 
ea  Friday,  December  9,  1991,  TVk  intends  to  begin  completing  contract 
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BY  THE  TENNESSEE  VALLEY  APTHORITY  (Cont’d) 


nu  riud 

N*  * 

l_.i  *.  INI 


KtlMi  U  lllilitl  Ml  w$  U  III  amati  Ititil  U  Ik  1mm  tf 

Utmft. 

tlMM  lit  II  taov  U  yti  ml  sdCUlMul  cUrifUitlM  m  Oil  ictln 
>rf  |.|  m  My  ft” lit  DOC  fwtkr. 


fci  Be*  lirill  I*  Dull 
IlMril  JUftftH* 

|;»tM  fSCfcfttlOtf  IlieciltN 
1003  Corona  do  Dr It* 

•aitiriUi.  DiftbftM  auoa 

H.  fWili  CiHirla 

IK  DrftfiMiMMl  knieii  Crmy,  Ik. 

Ufor«ftU«ft  lyitMl  DltUl” 

140  B.  Dill kk 
Ml  BidfC*  tiwillH  1?I)0 

K.  Call  driitla 

Ogdta/UC  BoTftrAMAt  lyitM* 

702  South  Illinois  lm»i 
Oil  ftidfS,  flAAHIN  »l)0 

«r.  hAtbooy  B.  Ciftrl,  Dlroctor 

itUi  utkftj  BeColloofh 

imi  niy  i/itm  koMriftf  itatioo 

DooftTUftot  of  NfiftN 

DullSUf  It  CPdo  10K 

thilftOftlyhUi  kiMyifali  miB-SOil 

m.  c.  f.  Cftihort 

Boosts*  •!  Contracts 

ChCl,  IM.  -  fkml 

im  OoffsfSM  hfl!  llffcvsy  kin  too 

hrllftOtoo.  Vi*fUU  IM0B 
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CORRESPONDENCE  ON  SPSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AOTHORITY  (Contfd) 


IMI  O' loaf a 
9 

9 ,  mi 


Facurlty  Engineering  Center 


Ha.  Ion  DiOeronimo 
■aval  Mi  «yntam 
cod m  m  MW 
Hanhlngtao,  DC  20342-9101 

Hr*  J.  V.  Inglen 
DtpirtMRt  of  tM  Davy 
MmtmI  Electronic  lyita 
Coda  041 

2902  Debranlta  Avenue  ■* 

Vanhington,  DC  20113-91  JO 

Hr.  *ayne  D*  Doyt,  Fraaidant 
Attnt  Hichael  Hoerahaad 
CO*,  X»e. 

109  Aerth  Virginia  ArmmiM 
Falla  Chureh,  Virginia  22044 

Hr.  *•  *.  Jonea,  Fraaidant 
Attn i  John  J.  Oibaon 
g.B.D.  lyntame,  Znc. 

4444  north  Vitebduek  Aoad 
Virginia  loach,  Virginia  2145S 

Commander 

0.1.  Army  ipecial  Oparationa  Command 
Attn  i  Darrall  W.  Xatt,  COL  OS  DC90FS 
Fort  Bragg,  Horth  Carolina  29307-4200 

Hr.  UU  Morgan 

0,9.  Army  information  Eyetome  Command -MI  00K 

Attn «  MQHC-«C*M-U 

9*4  it  one  Araanal,  Alabama  29994-7340 

Nr.  Johnni*  L*wton 

Attn  i  tm y  T.  HWw« 

tMtiein  MMtiHiit  *r«t»,  Inc. 

1777  North  X.nt  ItfMt 
Arlingtoo,  Virginia  22209 

Hr.  Dougina  Lining,  Fraaidant 
Aemtech  larrlcaa 
302  Main  4 tract 
lowport  lawn,  Virginia  23401 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont  *d~) 


Mr.  Mm  I'ImM 


a.  mi 


Be.  Urm  liNU 

tin  frailtet  mi  OMtmti 

Iciiaet  AfflUillii*  fatiriitiMil  eufornlia  • 

Aiariru  IjttMf  tAftiMflAf  Corporatise 

Jill  IviHlia  Um  M.  Bo*  Bltl 

VilfUil  BascB,  riffltil  224*2 

Br.  tick  N»tOM 

Beperfc— i»t  of  tho  Air  Fort# 
fleet reels*  B/st— *  Biclsiea 
At  tot  Copt.  OMurotf  J.  Ber*i  evict 
liueoi  JLTI«  Kaatechusetto  02731*1000 

Mr.  A.  Brvcs  NcC— eo 

Of*  OteOy  ABB 

HpirtMit  Of  AM  l«jr 

V.l.  Army  Laboratory  Co— iM 

Mu  tAffl—riH  Ubcrttify 

ABertfeea  Arrrtftf  CrewaO,  Beryl  enO  21001-1001 

tfC  PimIi  A.  KeCiufk,  f.t.  Army 
Iroduet  Nu«9»rr  Ot-OU 
latua  IfcitN  Aouthor*  CD—  iM 

aootboom  VMhinft—  ruio  off ics 
1919  Oow tk  Udl  Ovit*  109 
Arllagtea,  Virftale  21202 

Br,  Itvirt  tHlUlf* 

leliKi  Applleotlees  International  CorporitiM 
|01  lAbentirr  load  f,0*  Bos  2S02 
Oak  AlO**/  TinMiMi  27011 

Off*  Ue  AieOiefor 

Atilttut  Vic*  Ounceller 

Office  of  Bess or ok  l>d  Bevel  op— at 

ne  Oal varsity  of  Teeneaaee 

#04  lady  Belt  t— r 

g—rv ill*#  V*— eoeoe  27990-0140 

Br.  Utile  A*  Boo* 

Belts  Atttarck  Corner  oil** 

0400  iifhyej  20  Best  Belts  til 
Bitevllle#  FI  eel  Be  22090 

Br.  0 ere  10  Otepheaao* 

BoOJB-OI 

000  Ar*y  fiajf  Brice  Boo*  000 
Arlington,  Vlrflate  22202*2004 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AOTHORITY  (Cont’d) 


■r.  tow  O’lMf* 
tof*  • 

towWM  i,  Ufl 


Mr.  Marh  Tmtr 
Mglnoorlni  ViilMi,  Sae. 
eMporita  OMtai  flu,  Mlu  9 10 
4490  Oorpentiaa  Um 
Virginia  Dench,  ?U|UU  14443 

Mr.  SfeOMM  C.  Titt 

ftval  Oodtrm  Vtrfirt  Mglneerlng  ft  at  loo 
liMircb  Project#  Irweh  Coda  3013 
Keyport,  Veahiegtoa  11)41*1000 

Chief,  Maouree  Management,  4th  906(h) 

0.1 .  Any  Special  operation*  Coiad 
httm  hO*c-POC-C*  (Maj.  Mika  Thome a) 
fart  Dragg,  forth  Carolina  34307-1340 

Mr.  franklin  M.  Tlarra 
ehlaf  financial  Officer 
attnt  Mr.  Kimball  K.  Stuhlmuller 
■ay  Syetema,  Inc. 

3000  N  ftraot  I nt  iulta  610 
Washington,  DC  30036-3307 

Nr.  M  von  dar  Inch,  fraaldant 

Tennessee  Cantor  for  Monarch  and  Development 

httm  Mr.  Jerry  Chrlatian 

11030  4o 1 way  School  Mad  Iulta  103 

Xnorrilla,  Tennessee  37431 

Mr.  Mbert  ■.  Wilkinson 

SfC,  04A  con 

Department  of  tha  Arvy 

hll  lourca  hnalyala  lyataa  Project  Office 

1600  Planning  *• search  Or  lira 

Me Loan,  Virginia  33103-6094 

Ma.  Kay  1.  Witt 
Colonal,  0.4.  Army 
Deputy  Chief  of  Staff  for 
Information  Management 

■aadguartara,  0.4.  hxmy  Special  Operation*  Coomand 
fort  Sragg,  forth  Carolina  34307-6300 

NU(D)  Cheryl  Salaa 

feadguartara#  Department  of  tha  hrwy 

Offlca  of  tha  Director  of  Xnatallatlon  Management 

04A,  DQSVC4-W  (JDKII-W)  Mom  3C641,  fontagon 

Vaahlngton,  DC  30310-6602 
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CORRESPONDENCE  ON  SPSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE  VALLEY  AUTHORITY  (Cont'd) 


IVA 


400  m*  SrfTtmN  HS  Qnv*  Knon*  ImmuM  379« 


John  G  Stewart 


December  6,  1991 


Mr*  kia  O'KHfi 
Comptroller 

ATT*}  Mr.  Nelson  Toye 
Department  of  Defense 
Mashington,  DC  30301*1X00 

D ear  Hr.  O'RnUi 

<Xir  lattar  of  December  3,  1991,  informed  you  that  on  Friday,  Dacambar  6, 
1991,  TVA  began  cooplating  contract  action*  to  obligato  fund*  up  to  tha 
amounts  atatad  in  outstanding  TV*  lattar*  of  intant  to  contract  for  DOO 
project  •  in  TVA 'a  Technology  Brokering  Program.  Thi*  lattar  ia  to 
further  infora  you  that  on  Monday,  Dacambar  9,  1991,  TVA  will  resume  tha 
necessary  contracting  action*  to  obligate  the  additional  DOD  funds 
received  under  tha  program  in  tt  91. 

Our  reason*  for  resuming  technology  brokering  contract  actions  are  tha 
following i 

o  An  executed  Military  Interdepartmental  Purchase  Bequest  (MIPR) 
from  a  DOO  agency  to  TVA  indicates  that  the  DOO  process  for  tha 
interagency  transfer  of  fund*  ha*  been  completed.  The  interageney 
agreement  executed  between  TVA  and  each  agency  participating  in 
the  Technology  Brokering  Program,  to  which  the  MIPR*  become 
subagreements,  requires  the  funding  agency  to  follow  its 
procedures  for  Bconomy  Act  determination*  and  interagency  funds 
transfare.  TVA  has  in  good  faith  and  a*  a  matter  of  contract 
properly  relied  upon  the  funding  agenda*  in  this  regard. 

o  TVA  ha*  accepted  all  DOO  fund*  in  the  Technology  Brokering 
Program  In  support  of  specific  cooperative  research  and 
development  projects  as  described  in  statements  of  work  which 
accompanied  the  MZPRe.  The  DOD  sponsor  agencies  of  thoso 
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Nr.  Man  O'lHf* 
Fags  2 

DtCMter  i,  1991 


project*  art  da  pending  on  TVA  to  accomplish  tho  projects,  many 
o  f  which  art  alia  ion  critical  and  auat  proceed,  or  tho  oponaor 
agencies  will  suffer  tho  consequences. 

o  Opon  tboir  arrival  at  TVA  on  October  29,  tho  Do&IG  staff  verbally 
requested  TVA  voluntarily  to  hold  up  for  30  days  on  further 
obligations  of  POO  funds  to  allow  time  for  thoa  to  verify  that 
proper  000  procedure  had  been  followed.  Fourteen  days  later,  your 
letter  of  Bovember  12,  1991,  confirmed  the  request  for  a  Voluntary 
contract  suspension  on  funds  received  during  Sept sober  1991.  be 
honored  this  request,  and  we  have  worked  diligently  since  then 
with  representatives  of  DoOZO  to  assist  thao  in  their  ongoing 
audit.  On  Deceober  9,  1991,  40  days  will  have  passed  since  the 
initial  DoDXG  request  to  TVA  for  a  voluntary  contracting 
suspension. 

o  Consistent  with  the  TVA  Act  of  1933,  TVA's  purpose  under  the 
Technology  Brokering  Program  is  regional  economic  development 
through  matching  the  technological  capabilities  of  institutions 
and  firma  in  the  Tennessee  Valley  region  with  the  BSD 
needs  and  available  funding  of  other  Federal  agenelee, 
adelni staring  the  resulting  projects  through  interagency  and 
cooper st ivs  agreements,  and  than  promoting  the  transfer  of  the 
has  reeulte  for  commercialisation  by  Valley  firms. 

o  Economic  activity  in  the  Valley  region  is  now  being  adversely 
affected  by  the  contracting  auspenaion  requested  by  POO.  Valley 
companies  are  having  to  stop  work  on  previously  funded  ongoing 
projects,  ley  off  employees,  and  possibly  close  offices,  all  at  a 
tims  of  general  economic  downturn.  Further  business  development 
by  these  companies  is  also  jeopardized  due  to  the  uncertainty 
that  the  auspenaion  has  introduced  into  the  Technology  Brokering 
Program. 

o  fines  the  inception  of  the  Technology  Brokering  Program,  TVA  has 
made  certain  that  the  program  was  soundly  based,  consistent  with 
appropriate  legal  end  administrative  requirements,  end  that 
participating  agenclsa  and 'cooperators  understood  what  was 
expect od  of  them.  We  believe  the  tremendous  growth  in  the 
program  in  Fiscal  Tear  1991  attests  the  validity  and 
sppr opr i atanss s  of  the  program. 

o  TVA  remains  committed  to  the  Technology  Brokering  Program  but  wm 
amt  resume  activity  to  prevent  serious  adverse  impact  to  tho 
program's  operation.  Of  course,  we  will  continue  to  support  your 
inquiry  to  elear  up  end  correct  any  deficiencies  in  the  process. 
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CORRESPONDENCE  OH  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  TBE~ TENNESSEE  VALLEY  AOTBORITY  (Cont'd) 


Mr.  9«u  0'tNb 

Ngt  3 

Dtcwbtr  (,  1991 

By  copies  of  this  letter,  Mr.  Garold  Stephenson  of  th«  DoDXG  as  mil  as 
tbs  coopsrators  and  funding  agencies  whose  projects  have  bssn  affected  by 
tbs  D00  suspension,  ars  bsrsby  informs d  of  TVA's  resumption  of  Tschnology 
Broksrlng  contracting  actions  beginning  December  9,  1991. 

Sincerely , 

/1J  iV 

2fohn  G.  Stewart 

ccs  Nr.  Floyd  a.  Ashdown,  Colonel,  USAF 

ASST  DIR,  ENG  ft  SVS  DCS  LOG  ft  BUG 
Headquarters ,  Military  Airlift  Cosmand, 

U.S.  Air  Force 

Attn i  Nr.  Cary  Deverff/LEI 

Scott  AFB,  Illinois  62225-5000 

LTC  0.  t.  Beamon,  Jr. 

Bead,  Installations  Division 

D.S.  Marine  Corps  Air  Ground  Combat  Center 
Attni  Hr.  Edgar  A.  Foe 

Twentynine  Balms,  California  92278-5000 

Nr.  Terry  B.  Beane 

Vice  president 

Brown  International  corporation 

2103-A  West  Ferry  Way 

Huntsville,  Alabama  35801 

Or.  Barold  B.  Buie 

General  Manager 

System  Technology  Associates 

1002  Coronado  Drive 

Huntsville,  Alabama  3S802 

Balph  L.  Burkhart 

Lieutenant  Colonel,  Infantry 

ADSS  Project  Officer, 

CXHC's  Initiative  Group 

Headquarters,  United  States  Forces,  Korea 
APO  San  Francisco  96301-0010 

a 
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CORRESPONDENCE  ON  SUSPENSION  OF  CONTRACTING  ACTIVITY 
BY  THE  TENNESSEE' VALLEY  AUTHORITY  (Cont'd) 


COMPTROLLER  OP  THE  DEPARTMENT  OP  DEFENSE 
•ASHINOTON.ee  *01* I -MM  . 


OEC 1 7 1991 


Mr.  «.  P.  Wills 

President.  Resources  Group 

Tennessee  Valley  Authority 

400  N.  Summit  Kill  Drive  (ET-120-E) 

Knorville.  Tennessee  37902-1*09 

Dear  Mr.  Wllisi 

Thank  you  for  your  lattar  of  December  (>  1001.  Informing  »« 
of  your  intant  to  resume  contracting  actions  naeassary  to 
obligato  the  additional  Department  of  Defenae  funds  received 
under  the  program  in  fiscal  year  1001. 

The  Inspector  General.  Department  of  Defense  informs  me  that 
those  contracting  actions  listed  in  the  enclosure  have  not  been 
properly  authorised  within  DoD.  Therefore.  Z  ask  that  the 
Tennessee  Valley  Authority  refrain  from  further  contract  activity 
on  these  actions  until  additional  guidance  is  provided  by  this 
office. 

Cordially. 

Sean  O'Eeefe" 

Enclosure 
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under  secretary  of  defense  for  acqdisition  memorandum 

ON  INTERAGENCY  ACQUISITIONS 


THE  UNDER  SECRETARY  Of  DCfENSC 
WASMINOTON.ee  NMI 


tSOCTtW 


tgXXAKIXM  TOR  SECRETARIES  CT  THE  MILITARY  DEPARTMENTS 

ATTENTION:  SERVICE  ACQUISITION  EXECUTIVES 
DIRECTORS  Or  THE  OEFEHSC  AGENCIES 

SUBJECT: '  Contracting  Through  Interagency  Agreement* 


Tho  Department  of  Dafanaa  Inspector  Ganaral  (DoDIG)  rocantly 
initiated  another  audit  of  contracting  through  lnteragancy 
agreement  a.  In  this  instance,  the  Department's  use  of  such 
•greanente  to  obtain  contracting  support  fron  tha  Tannassa#  Valley 
Authority  (TVA),  under  their  Technology  Brokering  Program,  la  being 
scrutinised.  The  audit  la  to  determine  whether  DoD's  use  of  TVA' a 
program  is  appropriate,  justified,  end  approved  (ea  prescribed  by  the 
federal  Acquisition  Regulation  and  Dafanaa  Federal  Acquisition 
Regulation  Supplement) .  The  audit  will  also  determine  whether  or  not 
the  procedures  used  were  adequate  to  protect  the  DoO'e  interest*; 
whether  internal  control*  over  these  procurements  were  adequate;  end 
whether  the  Department' a  year-end  spending  policies  were  violated. 

Regardless  ef  the  outcome  of  this  audit,  I  think  It  necessary  to 
reinforce  our  policies  regarding  "contract  offloading."  In  a  Kay  10, 
ISPO,  memorandum,  the  Principal  Deputy  Assistant  Secretary  of  Defense 
(Production  end  Logistics),  cited  two  similar  DoDIG  audits  which 
found  problems  in  the  us#  of  the  offloading  technique.  In  your 
response*  to  the  DoDIG  on  those  audits  (Involving  the  Library  of 
Congress  and  the  Department  of  Energy),  you  agreed  to  pursue 
corrective  action*  to  minimise  the  risk  of  order*  for  interagency 
acquisitions  being  placed  by  unauthorised  DeO  progran  officials, 
p loose  oneure  that  you  have  completed  those  corrective  Actions  and 
verify  that  you  have  established  effective 'procedure*  to  control  the 
inappropriate  us*  of  lnteregency  contracting  support. 

Early  input  from  the  DoDIG  indicate*  that  v*  may  still  have  a 
problem.  X  want  to  oneure  that  ve  are  not  la  violation  of  tha 
regulations  governing  the  use  of  interagency  agreements;  that  ve  are 
not  paying  other  agencies  to  execute  contracting  functions  that  we 
should  be  performing  ourselves;  and  that  we  are  not  using  TVA,  or  any 
other  agency,  to  circumvent  our  own  year-end  spending  policies. 

The  attached  Hating  of  "funding  agencies*  was  provided  by  the 
?VA  Inspector  General's  office.  Ne  are  providing  It  for  your  use  In 
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UNDER  SECRETARY  OF  DEFENSE  FOR  ACQUISITION  MEMORANDUM 
ON  INTERAGENCY  ACQUISITIONS  (Cont'd) 


reviewing  yo«r  participation  in  tha  transfer  of  DoO  funds  and 
contracting  responsibilities  to  tha  TV*. 

I  trust  you  will  taka  aggressive  action  to:  (1)  ensure  that 
program  officials  are  trained  in  the  appropriate  use  of  interagency 
contracting  agreements;  (2)  remind  program  officials  that  the 
contracting  officer  aust  approve  the  use  of  such  interagency 
agreements;  and  (3)  establish  internal  controls  to  assure  compliance 
with  established  policies  and  procedures. 


Attachment 

cc » 

Director,  Defense  Research  and  Engineering 

Comptroller 

Inspector  General 

Director,  Administration  and  Management 
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ASSISTANT  SECRETARY  OF  THE  ARMY  ( RESEARCH ,  DEVELOPMENT  AND 
ACQUISITION)  MESSAGES  OH  CONTRACT  OFFLOAD IMG  TO  THE  TENNESSEE 
VALLEY  AUTHORITY 


u  ok  ibuooi  icc  is  w  pp  uuuu 

HIM  NASH  K  //UPP-PP// 

AISTAf 
Alt  Mill 
AH  AIM) 

AH  7101 

Hire  I  MM  MASH  1C  //SAR>-ZR/SAR>-2C/SAR>*K/SAR>-ZS/SAR>-|T/ 
SAM-PC/SMO-ZK// 

Pkil  TO  ALL  LKAl  AWCCS,  COnPTROLLCRS/RCSOURCC  NANACCRS  AN* 

riNANCC  an*  accountinc  erriccs 

UNCLAS 

SUOJCCTi  CONTRACT  erfL*A*IN6  TO  TCNNCSSCC  VALLCY  AUTHCHITY  <TVA> 

*.  xr**-KR  nmoramur  mtc*  January  si,  sins,  sicnc*  iy 

HCNOXARLC  SUPHCN  (.  CONVCR,  ASA(ROA),  SUIJCCTl  CONTRACT  OmOAIINC. 
f.  AWAIT  or  >0)  PROCVRCBCNTS  THROUGH  TNC  TCNNCSSCC  VALLCY  AUTHORITY 
<TVA)  TCCHNOLOCY  IR0KCRIN6  PR06RAH,  *0*IC  PROJCCT  NO.  ZCH-S001, 
OCTOICR 

J,  INITIAL  INTORNATION  CCNCRATC*  UN*CR  RCfCRCNCC  i  RCVCALS  CONTJNU* 

SMC  inPROPCR  OrrtOAIlHC  practiccs  an*  POSSIMLC  SCRIOUS  VIOLATIONS  IY 
ARMY  ACTIVITICS,  to  INCLUIC  H«*A  AN*  PCOS/PNOS.  THCSC  PRACTICCS 
OUST  CCASC  innOIATCLYI 

COKCtACK  COPY  SARO'P* 

JOHN  R.  CONKLIN,  W*SS,  SAR*-PP 
170721 

STCPHCN  K.  CONVCR,  ASAtRIA) 

UNCIASSIPIC* 


APPENDIX  D 
Page  1  of  6 


44 


ASSISTANT  SECRETARY  OP  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 

)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNESSEE 
VALLEY  AUTHORITY  (Cont'd) 

UNCLASSIFIED 

01  Ok  UUUU 

I.  PENDING  REVISION  OF  DOD/ARNV  REGULATIONS-  ALL  HIPRS  TO  HON-DOD 
AGENCIES-  AND  RELATED  INTERAGENCY  AGREENENTS-  SHALL  RE  APPROVED 
IN  WRITING  IY  AN  ARNY  CONTRACTING  OFFICER-  WHO  SHALL  CITE  THE 
AUTHORITY  USED-  AND  SHALL  IE  REVIEWED  IY  LEGAL  COUNSEL.  IF  THE 
CCONORY  ACT  <31  U-S.C.  1S3S)  IS  THE  AUTHORITY  FOR  THE  ACTION-  AN 
ARNY  CONTRACTING  OFFICER  SHALL  RAKE  THE  DETERRINATION  REQUIRED  IY 
FAR/DFARS  17. SOI-  CERTIFY  TO  SARE  ON  THE  DD  FORR  MHO  <RIPR>-  AND 
CNSURE  THAT  THE  PROPOSED  RIPR  IS  REVICWED  AND  ANNOTATED  IY  LEGAL 
COUNSEL-  RIPRS  ARE  NOT  AUTHORIZED  FOR  DISPATCH  UNLESS  AND  UNTIL 
APPROVED  AS  REOUIRED  HEREIN.  OFFICIALS  CERTIFYING  TO  THE  AVAIL* 
AIILITY  OF  FUNDS  TO  1C  TRANSFERRED  TO  NON-DOD  AGENCY  IY  A  RIPR 
(C.6.-  PCO/PR  RCSOURCC  HANAGERS)  SHALL  IE  RCSPONSIILC  FOR  ENSURING 
CORPLIANCE  WITH  THIS  REOUIRCRENT.  HODA  <SAFR  AND  SARDA)  WILL 
SPONSOR  CHANGE  TO  DOD  FINANCE  SERIES  REGULATIONS  AND  ANY  DELEGATIONS 
OP  COHPTROLLER  AUTHORITY-  AS  APPROPRIATE,  TO  CITE  THIS  RESPONSIBILITY 
3.  IN  THIS  REGARD-  I  WOULD  LIKE  A  DETAILED  REPORT  FROH  ANY  PROGRAN/ 
PROJECT  RANAGER-  REQUIRING  ACTIVITY  RANACER-  CORRANDER-  STAFF  OR 
ACTIVITY  DIRECTOR  WHOSE  ORGANIZATION  HAS  SENT  WORK/FUNDS  TO  TVA  IN 
rYRO  OR  FY11.  THE  REPORT  SHALL  PROVIDE  INFORRATION  0N« 


ACQDISITION 
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ASSISTANT  SECRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 
ACQUISITION)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNESSEE 
VALLEY  AUTHORITY  (Cont’d)  ~ 


uNCimiru) 

ft  0b  WIW 

«.  tnc  mruit  *t  thc  *•«*  •«  IEliverailcs  RttucmM 
l.  tyre  4M>  aa»umt  tr  punis  XNVnvfili 

c.  RATIONALE  Ml  SELECTION  Rf  tv*  At  THE  t*U»Ct  RP  SUMORTl 
>.  WMtTMC*  •«  MT  AN  C<tM«nv  ACT  KTCRMRATION  <SCE  Ml  SulRART 

»r.D  has  morcrly  cucvtci  *«>  approves  »t  *  cortractihc  offices  «x 

REQUIRES  »T  SEfEME  TDtm  ACQUISITION  RCCULATIM  IURPLMENT  tSfARD 
IXT.IOII 

t.  THt  tntuNT  if  »*«c«  o*  qlaeehcnt  rent)  pais  to  tvai 

r.  MMCTMCI  ARY  INTCtACCMCr  A6RCEACNT  RUN  TV*.  ««  THE  TRANIfCR 
•f  THC  REOUJRCHCNT  ITIElf  TO  TV*  *  WAS  APPROVES  IT  TNC  REOUCITINC 
ACTIVITY'S  IC6AL  CIURICL  AMI  THE  ASSURES  CONTRaCTINC  OfPICC  AS 
REQUXRCS  IT  REPCRCRCE  A.  RCRORTS  SMAtl  IE  SROVIKS  RT  THE  n«ST 
IXPOITXAUi  nCANt  AVAIL  AIL  t  «£-«•.  Htt/f  All  TR  (111-11  N«  LATER 
THAN  JANUARY  SO.  Silt- 

n.  AS  THE  ARHV'S  ACCRCT  MCA!  TOR  ACQUISITION  HATTERS.  AMR  THE  ARHY 
ACQUISITION  CXCCVTIVE.  I  AH  OLTXHATEtY  RCSRANSIRLC  fO  I  THE 
-ACQUISITION*  PRACTICES  Rf  ALL  ARHY  ACTIVITIES-  UNAUTMORIIES  ANI 
ILL-CRNSIRERCI  OfflOASINt  **  ARHY  ACQUSSlflAN  RtRUIRCnCNTS  T#  RTHCR 
Acetic!.  RART:CULARLT  TO  ACCNCICS  MT  SUOJtCT  TO  TNC  rtllRAL 
ACQUISITION  (CCULATltl  ARI  ThC  COflPCTItllN  (M  CORTRAC TIRE  ACT  ICICAI 
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ASSISTANT  SECRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AMD 
ACQUISITION)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNESSEE 
VALLEY  AUTHORITY  (Cont'd) 

UNCLASSIFIED 

0«l  Ob  uuuu 

(THUS  CIRCUMVENTING  THC  COMPETITION  REQUIREMENTS  OF  CICA).  AW 
ACTIONS  CLEARLY  CONTRARY  TO  POLICY  AN*  PECULATION.  THEY  COST  THE 
AMY  MILLIONS  Of  I0LLARS  IN  TEES  POR  PERFORMANCE  OP  A  PUNCTION 
(C0NTRACTIN6)  THAT  HE  ALREADY  PAY  A  HICHLY  TRAINED.  PROFESSIONAL 
STAPP  TO  PERFORM  PROPERLY.  IN  ADDITION.  BECAUSE  TV A  ROUTINELY 
RCflUCSTS  ADVANCE  "PAYMENT"  (ACTUAL  TRANSFER  Or  FUNDS)  IN  ADVANCE 
OP  CONTRACT  REQUIREMENTS,  THE  TREASURY  CANNOT  AVOID  INTCREST 
PAYBENTS  ON  THOSE  BORROWED  FUNDS  PRIOR  TO  DISBURSEMENT .  WHICH  IT 
WOULD  IP  THC  FUNDS  REMAINED  WITHIN  DOD.  UNLIKE  MANY  FEDERALLY 
FUNDED  RESEARCH  AND  DEVELOPMENT  CENTER  (FFRDC)  ARRANCEMENTS.  THERE 
IS  NO  RESTRICTION  ON  DIRECT  ARMY  CONTRACTING  WITH  TVA'S  CONTRACTORS. 
IP  JUSTIFIABLE.  VET  NO  APPARENT  ATTEMPT  WAS  MADE  TO  CONTRACT 
DIRECTLY  WITH  THESE  COMMERCIAL  FIRMS  THROUGH  ASSIGNED  CONTRACTING 
SUPPORT  OFFICES- 

S.  TRANSFERS  OF  EXPIRING  FUNDS  IN  THE  MTH  QUARTER  OF  THE  FISCAL 
YEAR  WITH  THE  PRINCIPAL  PURPOSE  OF  ACHIEVING  TECHNICAL  OBLIGATION 
AND  "DISBURSEMENT"  OF  THOSE  FUNDS  UNDER  GUISE  OF  THE  ECONOMY  ACT, 

AND  ABSENT  APPROVALS  REQUIRED  BY  DOD  AND  ARMY  REGULATIONS,  IS  A 
CLEAR  VIOLATION.  IN  SOME  CASES  EXPIRING  0«H  FUNDS  WERE  TRANSFERRED 
POR  USE  FOR  REQUIREMENTS  TO  BE  ORDERED  AND  PERFORMED  IN  THC  NEXT 
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ASSISTANT  SECRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 
ACQUISITION)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNESSEE 
VALLEY  AUTHORITY  (Cont'd) 


UNU.ft»iriL» 

•S  ow  WUU 

FISCAL  YCAR.  M  fM  CAPITAL  CXPCN)ITURCS-  IT  ALII  APPEARS  THAT 
miOffICICRT  RCOUIRCflCNTS  STATCRCNTS  NCRC  MIVIKI  Tl  THC  TVA. 
VtTNIUT  A  CLEAR  STATEMENT  If  KIUIRCACNTS  AN)  REQUIRE)  KLIVCRAllCS. 
INCLINING  REPORTS  AN)  IWMMIiTC  CIST  AN)  PERf  ORIUNCC  REPORTING. 
TNCRC  CAN  RC  Nl  TRACMMLITV  fRIN  THC  VAIUC  If  VINK  RCIUIRC)  AN) 
RCCC1VC)  Tl  THC  IHIARS  CXPCNK).  IN  A))IT2IN«  ILLEGAL  PERSONAL 
SERVICES  ARRANGEMENTS  NAY  HAVE  RCSULTC). 

A.  THC  LCCITIRATC  CHCCXS  AN)  IALANCCS  If  THC  )CfCNSC/ARHV  PROCUACNCNT 
FNICCSS  SCNVC  A  PURPOSE  ICYON)  FRUSTRATING  THISC  RCQUIRORS  HHI  NANT 
CVCRYTHINC  "VCSTCR)AY*«  IUT  NHO  RCfUSC  Tl  PLAN.  IR  Tl  PRCPARC 
-CINTNACT-AIIC”  RCQUIRCHCNTS  STATCIICNTS ■  IT  IS  THC  PUNCTXON  If  IUR 
NICHLV  RCCULATE)  CONTRACTING  PRICCSS  Tl  PROTCCT  THC  2NTCRCSTS  If  I0TH 
THC  ARHY  AN)  THC  TAXPAYCRS  IN  THC  PUIlIC  TRUST  VHILC  ACIUIRXN6  IUR 
VALXf  HISSIIN  NCOS  AS  CfrCCTIVCLY  AS  PISSIRLC  AN)  AT  THC  RCST  VAIUC 
RAN  THC  GIVCRNnCNT. 

T.  CVCRY  ARHY  COHRANKR.  )IRCCTIR  AN)  HANAGCR  IS  ACCIUNTAILC 
RAN  THCIR  ACQUISITION  ACTIONS.  NC  CANNOT  ArriR)  TO  VORRY  flERCLY 
ANAUT  SPCNIIN6  (IILICATINC)  OUR  SCARCC  PUNAS*  NC  RUST  ACCCPT 
RESPONSIBILITY  fIR  VAIDATING  OUR  NCOS.  HON  MUCH  IS  SPCNT.  AN)  THC 
VALUC  RCCCXVC).  NC  NHL  NOT  XGNORC  THC  LAV  AN)  RC6ULATI0NS 
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ASSISTANT  SECRETARY  OF  THE  ARMY  (RESEARCH,  DEVELOPMENT  AND 
ACQUISITION)  MESSAGES  ON  CONTRACT  OFFLOADING  TO  THE  TENNESSEE 
VALLEY  AUTHORITY  (Cont'd)  “ 


unclassipied 

Ob  Ob  uuuu 

r«R  SORE  PERCEIVED  SHORT  URN  CAIN,  x f  NC  DO  NOT  MAINTAIN  HICK 
STANDARDS  IN  EXECUTING  OUR  PIDUCIARV  RESPONSIBILITIES.  UE  SHALL  NOT 
•C  ENTRUSTED  UITM  THOSE  RESPONSIBILITIES  AND  AUTHORITY  IN  THE 
PUTURE.  IN  THE  PAST  I  ASKED  FOR  YOUR  COOPERATION  IN  PUTTINC  A  STOP 
TO  THESE  PRACTICES.  NON  I  RUST  DEMAND  IT. 

*•  THE  POC  POR  THIS  MESSAGE  IS  HR.  JOHN  R.  CONKLIN.  SARD-PP.  AT 

DSN  BB7-0783.  COHH'L  703/U17-0723.  THE  POC  POR  REPORTING  REQUIRE- 

♦ 

RENTS  IS  MR.  RAY  KELLY.  SPRD-KP.  DSN  20V75W3,  COMH'L  ?03/7Sb-7SL3. 
N.  SIGNED*  STEPHEN  K.  CONVCR.  ASSISTANT  SECRETARY  OP  THE  ARMY 
(RESEARCH.  DEVELOPMENT  AND  ACQUISITION) .  ARMY  ACQUISITION  EXECUTIVE* 
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ACTIVITIES  VISITED  OR  CONTACTED 
office  of  the  Secretary  of  Defense 

Under  Secretary  of  Defense  of  Acquisition,  Washington,  DC 
Deputy  Director,  Defense  Research  and  Engineering  (Tactical 
Warfare  Programs) ,  Washington,  DC 
Director  of  Defense  Procurement,  Washington,  DC 
Assistant  Secretary  of  Defense  (Command,  Control, 

Communications,  and  Intelligence) ,  Washington,  DC 
Comptroller  of  the  Department  of  Defense,  Washington,  DC 

Department  of  the  Army 

Deputy  Assistant  Secretary  of  the  Army  (Procurement) , 

Washington ,  DC 

U.S.  Army  Special  Operations  Command,  Fort  Bragg,  NC 

U.S.  Army  Office  of  the  Program  Executive  Officer,  Aviation, 

St.  Louis,  MO 

U.S.  Army  Information  Systems  Engineering  Command,  Fort 
Huachuca,  Arizona 

U.S.  Army  Test,  Measurement,  and  Diagnostic  Equipment 
Activity,  Redstone  Arsenal,  AL 
U.S.  Army  Missile  Command,  Redstone  Arsenal,  AL 
U.S.  Army  All  Source  Analysis  System  Project  Office,  McLean,  VA 
U.S.  Eighth  Army,  Seoul,  Korea 

Office  of  the  DoD  Executive  Agent  for  Asset  Management, 

St.  Louis,  MO 

U.S.  Army  Information  Processing  Center,  Fort  Belvoir,  VA 
U.S.  Army  Laboratory  Command,  Adelphi,  MD 

U.S.  Army  Military  Command  Systems  Integration  and  Management 
Activity,  St.  Louis,  MO 

U.S.  Army  Human  Engineering  Laboratory,  Aberdeen  Proving 
Ground,  MD 

U.S.  Army  Office  of  the  Program  Executive  Officer,  Standard 
Army  Management  Information  Systems,  Fort  Belvoir,  VA 
U.S.  Army  Engineer  Division,  Huntsville,  AL 
U.S.  Army  Armament,  Munitions  and  Chemical  Command, 

Rock  Island,  IL 

Headquarters,  U.S.  Army,  6th  Infantry  Division  (Light)  and 
U.S.  Army  Garrison,  Alaska,  Fort  Wainwright,  AK 
U.S.  Army,  Europe,  and  Seventh  Army,  Heidelberg,  Germany 
U.S.  Army  Toxic  and  Hazardous  Materials  Agency,  Aberdeen  Proving 
Ground,  MD 

U.S.  Army  strategic  Defense  Command,  Huntsville,  AL 
Vicksburg  District,  U.S.  Army  Corps  of  Engineers,  Vicksburg,  MS 
Little  Rock  District,  Corps  of  Engineers,  Little  Rock,  AR 
Program  Manager  for  Rocky  Mountain  Arsenal,  Commerce  City,  CO 
Headquarters,  Fort  Devens,  Fort  Devens,  MA 
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ACTIVITIES  VISITED  OR  CONTACTED  (Cont'd) 

Department  of  the  Army  (Cont'd) 

Lexington-Blue  Grass  Army  Depot,  Lexington,  KY 
I  Corps  and  Fort  Lewis,  Fort  Lewis,  WA 

U.S.  Army  Chemical  Research,  Development  and  Engineering  Center, 
Aberdeen  Proving  Ground,  MD 

Department  of  the  Navy 

Director,  Procurement  Policy,  Office  of  the  Assistant  Secretary  of 
the  Navy  (Research,  Development  and  Acquisition) ,  Arlington,  VA 
Naval  Ship  Systems  Engineering  Station,  Philadelphia,  PA 
Naval  Aviation  Depot,  Naval  Air  Station,  Pensacola,  FL 
Space  and  Naval  warfare  Command,  Arlington,  VA 

Naval  Electronic  Systems  Security  Engineering  Center,  Washington,  DC 

Naval  Coastal  Systems  Center,  Panama  City,  FL 

Long  Beach  Naval  Shipyard,  Long  Beach,  CA 

Navy  Pacific  Missile  Test  Center,  Point  Mugu,  CA 

Naval  Sea  Systems  Command,  Washington,  DC 

Naval  Civil  Engineering  Laboratory,  Port  Hueneme,  CA 

Headquarters,  Military  Sealift  Command,  Washington,  DC 

David  Taylor  Research  Center,  Annapolis,  MD 

Navy  Submarine  Maintenance  Engineering,  Planning  and  Procurement 
Activity,  Portsmouth,  NH 
Naval  Air  Systems  Command,  Arlington,  VA 
Naval  Undersea  Warfare  Engineering  Station,  Keyport,  WA 
Naval  Air  Station,  Corpus  Christi,  TX 

Marine  Corps  Air  Ground  Combat  Center,  Twentynine  Palms,  CA 
Department  of  the  Air  Force 

Acquisition  Management  Policy  Division,  Office  of  the  Assistant 
Secretary  of  the  Air  Force,  (Acquisition),  Washington,  DC 
Wright  Laboratory,  Eglin  Air  Force  Base,  FL 

Aeronautical  Systems  Division,  Wright-Patterson  Air  Force  Base,  OH 

Tactical  Air  Command,  Langley  Air  Force  Base,  VA 

National  Guard  Bureau,  Andrews  Air  Force  Base,  DC 

Electronic  Systems  Division,  Hanscom  Air  Force  Base,  MA 

Military  Airlift  Command,  Scott  Air  Force  Base,  IL 

Air  Force  Flight  Test  Center,  Edwards  Air  Force  Base,  CA 

Pacific  Air  Forces,  Hickam  Air  Force  Base,  HI 

Warner  Robins  Air  Logistics  Center,  Robins  Air  Force  Base,  GA 

Headquarters,  92D  Support  Group,  Fairchild  Air  Force  Base,  WA 

Headquarters,  62D  Combat  Support  Group,  McChord  Air  Force  Base,  WA 

Oklahoma  City  Air  Logistics  Center,  Tinker  Air  Force  Base,  OK 

Sacramento  Air  Logistics  Center,  McClellan  Air  Force  Base,  CA 

« 
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ACTIVITIES  VISITED  OR  CONTACTED  (Cont'd) 

Department  of  the  Air  Force  (Cont'd) 

Headquarters  834th  Air  Base  Wing,  Hurlburt  Field,  FL 
San  Antonio  Air  Logistics  Center,  Kelly  Air  Force  Base,  TX 
Air  Force  Center  for  Environmental  Excellence,  Brooks 
Air  Force  Base,  TX 

OTHER 


Headquarters,  Tennessee  Valley  Authority,  Knoville,  TN 
Headquarters,  Defense  Logistics  Agency,  Cameron  Station, 
Alexandria,  VA 

U.S.  Southern  Command,  Quarry  Heights,  Republic  of  Panama 
U.S.  European  Command,  Stuttgart-Vaihingen,  Germany 
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PROJECTED  SAVINGS  FROM  CANCELING  ORDERS  WITH  TVA 


Action 


Funds  on  orders  withdrawn  from  TVA 


Projected  Savings 

(in  millions) 

$  5.9^ 


Recoupment  of  TVA  brokerage  fee  2/ 

if  remaining  orders  in  Appendix  A  7 . 3 ** 

are  canceled 

Value  of  remaining  interagency 
orders  in  Appendix  A,  less  the 

TVA  brokerage  fee  on  the  orders  84.2 


Total  $97 .4 

■1/  The  following  activities  withdrew  orders  totaling  $5,891,000 
from  the  TVA  as  a  result  of  our  audit. 


AMOUNT  DEOBLIGATED 


Military  Sealift  Command  .  $1,000,000 

U.S.  Army  Special  Operations  Command  .  200,000 

Pacific  Missile  Test  Center  .  497,000 

Naval  Electronics  Systems  Security 

Engineering  Center  .  500,000 

U.S.  Army  Human  Engineering  Lab  .  99,000 

U.S.  Forces  Korea  .  1,000,000 

Air  Force  Systems  Command,  Aeronautical 

Systems  Division  .  150,000 

U.S.  Army,  Europe  .  140,000 

U.S.  Army  All  Source  Analysis  System 

Project  Office  .  2,200,000 

U.S.  Army  Laboratory  Command, 

Harry  Diamond  Laboratories  .  105,000 


The  amount  includes  $1.7  million  of  interagency  orders  issued 
prior  to  August  1991. 

This  amount  represents  the  brokerage  fee  on  orders  with  a 
total  of  $91.5  million  that  were  issued  during  August  and 
September  1991  and  had  not  been  withdrawn  as  of  January  15,  1992. 
The  amount  of  the  brokerage  fee  on  each  order  ranged  from  5  to  10 
percent,  and  averaged  about  8  percent  of  the  total  amount  of  the 
orders . 
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POTENTIAL  BENEFITS  RESULTING  FROM  AUDIT 


Recommendation 

Reference 


Description  of  Benefit 


Amount  and/or 
Type  of  Benefit 


1  •  i  2  .  f  3 . 

and  4. 


5. 


6. 


Economy  and  efficiency. 
Avoid  unnecessary  use 
of  interagency  orders 
to  support  DoD  projects. 


Funds  put  to 
better  use  in 
the  amount  of 
$13.2  million. 
An  additional 
undetermined 
amount  may 
occur  of  up  to 
$84.2  million. 


Internal  control  and  Nonmonetary 

compliance  with  regu¬ 
lations.  Development  of 
a  form  that  requires 
approval  of  contracting 
officer  prior  to  procure¬ 
ments  made  through 
interagency  orders. 


Internal  control .  Nonmonetary 

Information  on  orders 

canceled  and  disciplinary 

action  taken  is  needed 

for  followup  on 

Recommendations  1.,  2.,  and  4. 
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REPORT  DISTRIBUTION 


Office  of  the  Secretary  of  Defense 

Under  Secretary  of  Defense  for  Acquisition 
Director,  Defense  Research  and  Engineering 
Director  of  Defense  Procurement 

Assistant  Secretary  of  Defense  (Command,  Control, 
Communications  and  Intelligence) 

Assistant  Secretary  of  Defense  (Public  Affairs) 

Comptroller  of  the  Department  of  Defense 

Director,  Defense  Contracted  Advisory  and  Assistance  Services 


Department  of  the  Army 


Secretary  of  the  Army 

Assistant  Secretary  of  the  Army  (Financial  Management) 
Assistant  Secretary  of  the  Army  (Research,  Development  and 
Acquisition) 

Department  of  the  Navy 


Secretary  of  the  Navy 

Assistant  Secretary  of  the  Navy  (Financial  Management) 
Assistant  Secretary  of  the  Navy  (Research,  Development  and 
Acquisition) 


Department  of  the  Air  Force 


Secretary  of  the  Air  Force 

Assistant  Secretary  of  the  Air  Force  (Financial  Management 
and  Comptroller) 

Assistant  Secretary  of  the  Air  Force  (Acquisition) 


Defense  Agencies 

Director,  Defense  Contract  Audit  Agency 
Director,  Defense  Logistics  Agency 


Non-DoD 


Office  of  Management  and  Budget 
Office  of  Federal  Procurement  Policy 

U.S.  General  Accounting  Office,  NSIAD,  Technical  Information 
Center 
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REPORT  DISTRIBUTION  (cont'd) 


Congressional  committees: 

Senate  Subcommittee  on  Defense,  Committee  on  Appropriations 
Senate  Committee  on  Armed  Services 
Senate  Committee  on  Governmental  Affairs 

Ranking  Minority  Member,  Senate  Committee  on  Armed  Services 
House  Committee  on  Appropriations 

House  Subcommittee  on  Defense,  Committee  on  Appropriations 
Ranking  Minority  Member,  House  Committee  on  Appropriations 
House  Committee  on  Armed  Services 
House  Committee  on  Government  Operations 
House  Subcommittee  on  Legislation  and  National  Security, 
Committee  on  Government  Operations 

Inspector  General,  Tennessee  Valley  Authority 
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management  COMMENTS:  DIRECTOR  *  DEFENSE  RESEARCH  AMD  ENGINEERING 


DIRECTOR  OF  DEFENSE  RESEARCH  ANO  ENGINEERING 

WASHINGTON.  DC  10101*1010  . 

•»**&** 

MEMORANDUM  FOR  THE  DEPARTMENT  OF  DEFENSE  INSPECTOR  GENERAL 
SUBJECT:  Project  Vo.  2CH-5003.01 


This  is  in  response  to  your  Draft  Quick -React ion  RftPort__on 
Pop  Procurtitnti  through  the Tennessee  Veliev  Authority  (TVA) . 
Of  the  $106,471, 747.00  in  contracts  that  you  rafar  to,  DDJME 
issued  ona  $10,000.00  KIPR  on  August  7,  1991.  Tba  contract  was 
for  a  four-aonth  affort  to  produce  a  raport  in  support  of  a 
Congre*  si  one  lly-dir  acted  progrea.  This  wa*  not  an  attempt  to 
transfar  expiring  funds.  It  was  a  necessary  and  lagitiaata 
businass  practica  usad  to  Maintain  prograa  continuity.  In 
rasponse  to  your  recommendations: 


la.  •Cancel  all  interagency  orders  to  the  Tennessee  Valley 
Authority  listed  in  Enclosure  2  that  hava  not  b««n  placad  on 
contract  or  that  hava  letters  of  coaaitaant  to  contractors  but 
whara  no  costs  vara  incurred." 

—  Z  concur.  The  single  DDR4E  KIPR,  DWAM10141,  expired 
31  December.  I  have  no  plana  to  ranew  it. 


lb.  •Determine  the  appropriateness  of  terminating  or 
reducing  interagency  orders  where  th#  Tennessee  Valley  Authority 
has  only  issued  letters  of  coavitaent  to  contractors  and  ensure 
proper  funding  is  used  on  any  contracts  that  are  awarded. • 

...  2  concur.  The  single  KIPR,  DWAM10141,  has  expired  after  a 
contract  was  avardad  with  proper  funding  which  has  bean  expended. 
Responsibility  for  the  program  supportad  by  this  contract  has 
been  transferred  to  the  Assistant  Sacratary  of  Defensa  for 
Command,  Control,  Comauni  cat  ions  and  Intelligence. 

Id.  "Initiate  disciplinary  action  against  prograa  officials 
who  axceedad  their  authority  by  placing  interagency  orders  with 
the  Tennessee  Velley  Authority." 

—  i  concur.  The  single  KIPR,  DWAM10141,  was  placed  with  the 
Tennessee  Velley  Authority  in  full  coaplience  with  the  Federal 
Acquisition  Regulation  and  tha  Defensa  Faderal  Acquisition 
Regulation  Supplement  end  complias  with  ell  internal  Office  of 
the  Secretary  of  Oaf ansa  and  Washington  Haadquarters  Sarvices 
Regulations  and  Instructions.  The  KIPR  was  reviewed  end  approved 
by  ell  the  appropriate  authorities.  No  disciplinary  action  is 
nacessary  as  authority  was  not  exceeded. 


144* — 

Victor  H.  K tit 
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MANAGEMENT  COMMENTS;  DIRECTOR  OF  DEFENSE  PROCUREMENT 


OFFICE  OF  THE  UNDER  SECRETARY  OF  DEFENSE 

WASHINGTON,  DC  *0*01*000 


VAN  2  3  1992 


OP/CPA 

MEMORANDUM  FOR  DIRECTOR,  CONTRACT  MANAGEMENT  DIRECTORATE,  INSPECTOR 
GENERAL,  DEPARTMENT  OF  DEFENSE 

SUBJECT:  Draft  Quick-Reaction  Report  on  DoD  Procurements  Through  the 

Tennessee  Valley  Authority  (Project  No.  2CH-5003.01) 


Although  the  subject  report  did  not  reconmend  any  corrective 
actions  for  consideration  by  my  office,  I  want  to  address  the 
recommendation  concerning  the  use  of  Military  Interdepartmental 
Purchase  Requests  (DD  Form  448)  and  similar  forms  to  order  goods  and 
services  under  the  Economy  Act. 

I  concur  in  principle  with  your  recommendation  and  will  ask  the 
DAR  Council  to  make  the  following  changes:  (1)  Develop  DFARS 
language  requiring  the  Department  to  use  only  the  DD  Form  448  to 
place  orders  under  the  Economy  Act.  FAR  17.504(b)  currently 
indicates  that  an  order  under  the  Economy  Act  may  be  placed  on  any 
form  or  document  that  is  acceptable  to  both  agencies.  (2)  Modify  the 
DD  Form  448  to  add  a  signature  block  for  the  cognitant  contracting 
officer.  This  signature  will  indicate  a  determination  under  FAR 
17.502  that  the  order  being  placed  under  the  Economy  Act  is  in  the 
government's  best  interest.  (3)  Amend  DFARS  217.502  to  indicate  that 
the  contracting  officer  is  required  to  sign  the  DD  Form  448  when  an 
order  is  being  placed  under  the  Economy  Act. 

We  believe  these  changes  to  the  DD  Form  448  and  DFARS  are 
responsive  to  your  recommendation  and  hope  it  will  alleviate  the 
placing  of  orders  under  the  Economy  Act  without  contracting  officer 
scrutiny. 

Eleanor  R.  Spector 
Director,  Defense  Procurement 


appendix  j 


This  page  was  left  out  of  original  document 


63 


MANAGEMENT  COMMENTS;  ASSISTANT  SECRETARY  OF  DEFENSE  (COMMAND, 
CONTROL /  COMMUNICATIONS  AND  INTELLIGENCE) 
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MANAGEMENT  COMMENTS:  ASSISTANT  SECRETARY  OF  DEFENSE  (COMMAND, 
CONTROL."'  COMMON! CATIONS  AMD  INTELLIGENCE  ( Cont '  d ) 


■..pan.,  to  DOPIC  Rtcomnditloni  RiflcitM  In  Jrilt 
Qulck-K.»et  lan  H.port  on  PoD  krocur.»tnt»  Through  thi  Iinnmtt 
w.wv  Authority  ffrroi.ct  Mo.  >01-8003.011 


Re command at ion: 

a.  cancel  all  interagency  orders  to  the  Tannassaa  Valley 
Authority  lit  tad  in  Enclosure  2  that  hava  net  bean  placed  on 
contract  or  that  hava  lettare  of  commitment  to  contractors  but 
vhere  no  coata  vara  Incurred. 

Response:  Do  not  concur  vlth  recommended  action  regarding  MI  PR 
DWAH10141  dated  August  7,  Iffl  for  a  $10K  effort.  Tha  effort 
addrasaaa  a  specific  requirement  which  arose  in  tha  sub oar  of 
ItSl.  Va  contacted  tha  Tannassaa  Valley  Authority  (TVA)  to 
determine  if  the  referenced  interagency  order  had  bean  placed  on 
contract.  TVA  has  accepted  tha  interagency  order,  prepared  tha 
required  docueants  between  TVA  and  tha  Office  of  the  Secretary  of 
Defense  (OSD) ,  and  received  payment  fros  the  Department  of 
Defense  (DoD) .  At  this  tine,  TVA  has  not  issued  the  supplesental 
agreement  to  the  contractor  under  the  existing  contract.  The 
issuance  of  the  supplesental  agreement  did  not  occur  because  of 
two  factors.  The  first  factor  vas  that  other  interagency  orders 
being  handled  by  TVA  took  priority  over  the  OSD  interagency 
order.  The  second  factor  vas  that  by  tha  time  the  OSD 
interagency  order  priority  vas  reached,  the  Defense  Comptroller 
requested  that  TVA  place  a  freeze  on  the  processing  of  all 
interagency  requests  received  during  the  period  of  August  through 
September  of  If Si. 

We  do  not  feel  that  it  is  appropriate  for  OSD  to  issue  a 
deobligating  interagency  order  to  deobligate  these  funds  because 
the  interagency  order  vas  issued  in  accordance  vith  the 
requirements  of  the  Federal  Acquisition  Regulation  (FAR)  and 
Department  of  Defense  FAR  Supplement  (DFAR)  as  vail  as  the 
memorandum  of  understanding  between  TVA  and  OSD  and  the  Economy 
Act.  The  request  for  the  Interagency  order  vas  issued  by  the 
Program  Manager  and  approved  by  Contacting  officer's  Technical 
Representative,  the  Director  of  the  Ravel  Warfare  and  Nobility 
Office,  and  the  Deputy  Director,  Tsctical  Warfare  Programs  (Head' 
of  the  Requiring  Activity) .  The  request  for  an  interagency  order 
was  approved  and  the  interagency  order  vas  issued  by  Washington 
Headquarters  Sex-vices  (WHS).  The  interagency  order  vas  approved 
and  issued  in  accordance  vith  all  requirements  of  the  FAR  and 
DFAR  and  the  appropriate  determinations  for  use  of  TVA  end  the 
interagency  order  vas  made. 

Recommendation: 

b.  Determine  the  appropriateness  of  terminating  or  reducing 
interagency  orders  vhere  the  Tennessee  Valley  Authority  has  only 
issued  letters  of  commitment  to  contractors  and  ensure  proper 
funding  is  used  on  any  contracts  that  are  awarded. 
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MANAGEMENT  comments?  assistant  secretary  OF  DEFENSE. 
CONTROL.  COMMUNICATIONS  AND  INTELLIGENCE  (Cont  d) 


[COMMAND, 


I  Final  Repot 
Page  No. 


ftatponce:  Concur  with  roco«Mnd«d  action.  Sine*  TV*  has  not 
iaauad  a  Xattar  of  coaaltnant  for  this  intaragancy  ordar  no 
action  la  raquirad  to  conaldar  tha  tarninatlon  or  reduction  of 
tha  eoultnanta  aada  Ay  TV*  for  tha  interagency  ordar  llotad  In 
Cncloeura  2.  *n  interagency  ordar  dwobllgatlnq  the  funda  would 
not  be  appropriata  ainea  tha  interagency  ordar  waa  iaauad  in 
coapl  lance  with  appropriata  regulatlona  and  aeeaptad  and 
proceseed  by  TV*. 

ftaconna  ndat  ion : 

e.  Prohibit  placeaent  of  request*  for  aupplanantal  wort  under 
existing  interagency  agraaoanta  if  not  properly  approved  by  a  BoD 
contracting  officer,  fand/or  other  official  dtaianittd  bv  th« 


Response:  Concur  with  recommendation  as  amended.  Based  on  the 
requirements  of  the  Economy  Act,  the  FAR,  DfAR,  and  tha 
Memorandum  of  Understanding  between  OSD  and  TVA;  all  requests  for 
supplements!  work  under  exist inq  Interagency  agreements  will  be 
Issued  with  the  appropriate  authorizing  officials  raviaw  and 
signature.  In  thkease  of  OSD,  this  will  includa  approval  by  the 
Head  of  the  Requesting  Activity  (or  his  designee)  and  IWS.  Tha 
approval  documents  will  accompany  all  interagency  orders  to  TVA 
for  their  records. 

Recommendation: 

d.  Initiate  disciplinary  action  against  program  officials  who 
exceeded  their  authority  by  placing  interagency  orders  with  the 
Tennessee  Valley  Authority* 

Response:  Concur  with  recommended  action.  A  review  of  the 
procedures  followed  and  approvals  obtained  to  issue  the 
interagency  orders  to  TVA  revealed  that  all  interagency  orders 
issued  under  the  program  were  Issued  in  accordance  with  the 
requirements  of  the  FAR  and  DFAR  and  that  no  program  officials 
axcreded  their  authority.  Therefort,  thera  is  no  naed  for 
disciplinary  action  to  be  taken.  To  ensure  that  no  confusion 
exists  with  the  use  of  TVA  by  any  OSD  program  official,  the 
actual  issuance  of  the  HIPR  by  WHS  will  be  accompanied  by  all 
required  documentation  showing  the  approvals  required  to  TVA. 

Recommendation: 

e.  Discontinue  the  use  of  Military  Interdepartmental  Purchase 
Requests  (PD  Form  44i)  and  similar  forms  to  ordar  goods  and 
services  from  other  Federal  agencies  and  develop  a  form  that 
includes  a  sections  to  be  completed  by  a  contracting  officer 


to  document  compl lanes  with  tha  Federal  Acquisition 
Regulation  and  the  Defanaa  Federal  Acquisition  Regulation 
Supplement. 


APPENDIX  K 
Page  3  of  4 


66 


MANAGEMENT  COMMENTS;  ASSISTANT  SECRETARY  OF  DEFENSE  (COMMAND, 
CONTROL ,  COMMUNICATIONS  AND  INTELLIGENCE  (Cont'd) 
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MANAGEMENT  COMMENTS :  ARMY 


17  JAN  892 


MEMORANDUM  FOR  1NSRECTOR  GENERAL,  DEFXRTMENT  OF  DEFENSE 
ATTN:  DIRECTOR,  CONTRACT  MANAGEMENT 

SUBJECT*  Draft  Quick-Raaction  Report  on  DoD  Procurement* 
Through  tht  Tennessee  Valley  Authority 
(Project  No.  2CH-5003. 01 ) 


Department  of  Army  comments  on  subject  draft  audit 
raport  ara  aa  follows: 

1.  Executive  Summary :  Tht  Army  concurs  with  tht  10 r a 
inttria  findings  regarding  a  material  weakness  in  inttrnal 
controls  that  did  not  preclude  inappropriatt  procedural  in 
transferring  rtgulraatnts  and  funds  to  tha  Tenntsitt  valley 
Authority  (TVA)  in  August  and  September  1091.  Our  response 
to  the  Necommendations  for  Corrective  Actions  is  set  forth 
below.  Additional  detailed  coaaents  on  the  Draft  Beport  are 
at  Enclosure  1. 

2.  lesponse  to  Recommendations  for  Corrective  Actions, 
page  9  of  the  Draft  Report i 

•a.  Cancel  all  interagency  orders  to  the  Tennessee 
valley  Authority  listed  in  Enclosure  2  that  have  not  been 
pieced  on  contract  or  that  have  letters  of  commitment  to 
contractors  but  where  no  coats  were  Incurred." 

Response:  Concur  in  substance.  Recommend  that  this 
Recommendation  be  reworded  as  follows  to  clarify  that  only 
unauthorized  or  improper  orders  are  required  to  be  cancelled: 

"Cancel  all  interagency  orders  to  the  Tennessee  Valley 
Authority  (TVA)  listed  in  Enclosure  2  that  are  unauthorised 
or  improper  and  that  have  not  begn  placed  on  contract  by  TVA, 
or  that  have  TVA  letters  of  commitment  to  contractors  but  no 
costs  have  been  Incurred." 

This  office  will  direct  that  ell  Army-originated  orders 
to  the  TVA  in  August  and  September  1991,  not  effectively 
placed  on  contract  by  TVA,  and  not  proceaaed  in  compliance 
with  the  requlreaenta  of  the  Economy  Act  and  DoD  appropria¬ 
tions  and  year-end  spending  policies,  be  cancelled  by  the 
requesting  Army  activity.  Xt  is  anticipated  that  this  will 
be  completed  by  Natch  31,  1992. 


DEPARTMENT  OF  THE  ARMY 
owe*  of  Tut  assistant  ss carr  any 
WASMMOTON.DC  Sttlt+tej 


BARD-PP 
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MANAGEMENT  COMMENTS:  ARMY  (Cont’d) 


"b.  Mttraiu  the  approprlitintu  of  tarmlmatlag  or 
reducing  lBUrifiacy  orders  where  th«  Tcbbiuh  fallty 
Authority  has  only  Issued  lot  tori  of  commitment  to 
contractors  and  anaora  proper  food  1 09  la  uaad  on  any 
contraeta  that  art  awarded.” 

Response:  Concur*  This  offlca,  in  coordination  with 
th*  Assistant  Secretary  of  tha  Aray  (Financial  Management), 
will  ansura  review  of  all  such  ordars/contraeta  and,  whan 
considered  appropriate,  request  their  termination,  return  of 
unused  funds,  and/or  use  of  proper  funds.  It  Is  estimated 
that  this  action  will  be  completed  by  April  30,  1093* 

•c.  Prohibit  placement  of  requests  for  supplemental  work 
under  existing  interagency  agreements  if  not  properly 
approved  by  a  Do D  contracting  officer*" 

Response:  Concur.  This  office  has  already  Issued 
direction  to  all  Army  activities  that  will  require  approval 
of  a  contracting  officer  on  any  Interagency  agreement  with 
TVA  or  for  any  Military  Interdepartmental  Purchase  Order 
(HXFR)  proposed  to  be  sent  to  TVA  (or  any  other  agency 
outside  of  DoD).  A  copy  of  the  Army  direction  is  at 
enclosure  2*  In  addition  Aray  Regulation  (AA)  70-1,  Systems 
Acquisition  Policy  —  Research,  Development,  and  Acquisition, 
is  being  revised  to  reiterate  this  policy  to  the  Aray 
acquisition  community.  (AR  70-1  implements  DoD  Directive 
S000.1,  DoD  Instruction  5000.2  and  DoD  Manual  5000. 2-K* ) 

”d.  Initiate  disciplinary  action  against  program 
officials  who  esceeded  their  authority  by  placing  interagency 
orders  with  the  Tennessee  Valley  Authority.” 

Response:  Coneur  in  part.  Me  recommend  that  this 
recommendation  be  reworded  as  follows:  "After  a  review  of  the 
facts,  initiate  appropriate  disciplinary  aetion  against  those 
officials  who  knowingly  and  willfully  exceeded  their 
authority  by  improperly  authorising,  directing  or  effecting 
interagency  orders  with  the  Tennessee  Valley  Authority." 

After  a  substantive  review  of  the  orders  and  the 
rationale  and  procedures  used,  appropriate  disciplinary 
action  will  be  initiated  against  those  responsible  for 
violations,  because  of  the  number  of  activities,  and  the 
volume  of  orders,  involved,  we  anticipate  completion  of  this 
corrective  action  by  May  31,  1992. 
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MANAGEMENT  COMMENTS:  ARMY  (Cont'd) 


*t.  Discontinue  the  of  RiHUry  Interdepartmental 
Purchase  Requests  (DO  font  441)  And  similar  forme  to  order 
goods  end  eeryicee  from  other  Federal  agencies  mod  derelop  a 
form  that  includes  sections  to  be  completed  b y  a  contracting 
officer  to  document  compliance  with  the  Federal  Acquisition 
Keguletlon  and  the  Defense  Federal  Acquisition  Angulation 
Supplement." 

Response t  Concur  in  substance.  Whether  the  MPR  form 
is  revamped  or  a  new  form  developed,  this  is  not  an  aetion  to 
be  taken  by  the  Service  Acquisition  executives,  but  must  be 
accomplished  within  the  Office  of  the  Secretary  of  Defense, 
to  apply  uniformly  throughout  DoD.  In  the  interim,  the  Army 
hes  already  issued  direction  (Cncl  2}  requiring  that  a 
contracting  officer  sign  on  the  DD  Porn  448  attesting  that 
the  economy  Act  determination  has  been  made  pursuant  to  the 
requirements  of  the  Defense  PAR  Supplement.  This,  in  turn, 
must  be  verified  by  the  official  certifying  to  the 
availability  of  funds  to  be  transferred  via  the  MPR. 


The  active  cooperation  and  coordination  of  the  resource/ 
financial  management  community  and  commanders  end  managers  at 
all  levels  is  deemed  essential  to  preclude  the  continued 
bypass  of  the  organic  DoD  contracting  community  through 
offloading  actions. 

Aany  of  the  individuals  responsible  for  offloading  and 
year-end  spending  violations  balieva  thay  ara  acting  in  the 
best  interest  of  the  Army  to  timely  accomplish  their  assigned 
mission  vlth  dwindling  resources.  We  must  find  a  way  to 
raisa  the  credibility  and  responsiveness  of  our  organic 
contracting  operations  in  addition  to  abutting  down  tha 
•inappropriate"  short  cuts.  As  was  the  case  with  both 
Department  of  Energy  and  Library  of  Congress  offloading,  TVA 
and  its  support  contractors  ( "cooperators" )  actively 
advertised  their  quick  contracting  capability  and  solicited 
work  from  DoD  activities. 
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Although  tha  so  circuastaneaa  do  not  iteuit  any  blatant 
wrongdoing  or  poor  ludgiaant,  thay  nay  txplain  in  part  tha 
actions  of  aany  vall-aaaning  activitias  frustrated  by  a 
budgetary  proeaas  and  procurement  aystaa  that  oftan  cannot 
raspond  to  real-time  needs.  If  avary  action  ia  a  priority 
than  nona  of  than  are,  except  to  tha  individual  that  has  tha 
requirement. 


siapnanr  a.  »urd\J 

Acting  Assistant/ Sacratary  of  tha  Amy 
(Research,  Development  and  Acquisition) 

Enclosures 

CF: 

SAIG-PA 

SAFK 


APPENDIX  L 
Page  4  of  7 


71 


MANAGEMENT  COMMENTS;  ARMY  (Cont'd) 


(Project  Mo.  JC1-500J.01) 


Final  Report 
Page  No. 


Z.  txecutlv#  iummary  and  Draft  report*  p.li  We  question 
the  eited  "potential*  onetlae  monetary  benefit  (9101.4 
aillion)  that  could  be  realised  by  the  cancellation  of  all 
Interagency  orders  at  m  that  have  not  been  placed  "on 
contract".  He  feel  that  this  figure  la  inflated*  unrealistic 
and  Bialeadinp. 

Bven  if  all  such  interagency  orders  were  to  be  canceled 
(and  that  is  hiphly  unlikely),  aeny  of  these  requlreaents 
would  still  exist  and  will  need  to  be  satisfied  by  proper 
procedures.  These  actions  will  have  a  eost*  and  likely  a 
hipher  cost*  to  DoD  than  the  orders  forepone  at  TV  A,  even 
considerinp  their  "broker*  fee  or  other  charges.  Although  we 
Bay  have  "saved"  soae  FT  II  funds  (which  would  then  be  lost 
to  DoD),  we  will  still  have  to  pay  in  FY92  and  beyond  for  the 
sane  work.  If  the  funds  for  the  canceled  requlreaents  are 
not  expiring  appropriations,  then  they  will  be  used  perhaps 
in  direct  contracting  by  the  agencies  Involved.  At  best*  the 
aost  that  could  be  considered  "saved"  would  be  the  equivalent 
of  TVA *  a  charges  for  processing  the  transaction.  Again, 
however*  PoD  Bay  end  up  paying  Bore  to  get  the  work  done  than 
if  they  had  continued  with  TVA. 

Zn  addition,  a  strict  reading  of  the  Economy  Act 
language  would  appear  to  allow  TVA  to  clala  that  they  (TVA) 
had  begun  effort  on  the  orders,  even  if  they  were  not  placed 
"on  contract"  before  the  funds  allegedly  expired.  In  thet 
cese,  they  could  eharge  the  canceling  agency  for  all  costs 
incurred  by  TVA  in  prosecuting  in  good  faith  the  duly 
accepted  Military  interdepartmental  Purchase  Bequests 
(Hints) . 

A  sore  reesonebls  approach  to  speculating  on  monetary 
benefits  associated  with  the  audit  recomaendetlons  would  be 
to  eetlaate  the  delta  between  whet  It  would  have  cost  PoD  - 
activities  to  perform  direct  contracting  for  these 
requlreaents  and  what  it  was  going  to  cost  at  TVA  fe.g.* 

$106.4  million  x  the  10%  TVA  fee?  or  $10.6  Billion).  It  is, 
after  a-11*  just  ss  likely  thet  the  moneys  transferred  to  TVA 
would  have  pone  to  meet  other  needs  if  the  TVA  "vehicle"  was 
unavailable,  as  It  is  to  ossume  that  the  money  would  have 
been  excess,  and  returned  to  the  Treasury. 

ZZ.  The  Draft  Deport  (on  p.7)  states:  "While  letters  of 
Intent  have  been  found  to  constitute  legally  enforceable 
agreements,  much  documents  art  only  valid, it  issued  prior  to 
the  end  at  thm  Fiscal  wear-"  (emphasis  added)  Zt  is  the 
understanding  of  the  Army*  based  upon  previous  discussions  of 
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this  issue  with  tht  IG  audit  managers,  that  the  DoD 
Comptroller  demurred  whan  asked  to  issut  a  binding  ruling  on 
tha  iaaua  of  tha  viability  of  aspiring  funds  furnishad  to  TVA 
on  reimbursable  ordars  via  HIM.  Xn  addition,  tha  guidanca 
in  tha  DoD  Accounting  Manual  (DoD  7220. f-R)  ralating  to 
raiaburtabla  ordara  variaa  aoaawhat  froa  tha  traataant  of 
diract-cita  ordara,  aa  ragarda  tha  continuing  viability  of 
funds  provided.  Therefore,  tha  aattar  of  validity  of  tha 
TVA- issued  letters  of  intent  la  not  aa  clear  aa  tha  report 
would  indicate.  Certainly  TVA  aust  have  a  voice  in  this 
conclusion,  aa  they  will  be  the  agency  with  ultlaate 
contractual  liability. 

Tht  burden  of  complying  with  tha  Economy  Act 
requirements ,  once  funds  have  been  transferred  and  tha  task 
accepted,  is  with  tha  receiving  agency  (in  this  east  TVA). 

Xt  would  be  presumptuous  at  bast  for  Defense  agencies  to 
unilaterally  determine  that  the  funds  provided  and  accepted 
(and  in  many  cases  disbursed  to  TVA)  had  expired  before  TVA 
could  place  then  on  contract  (as  they  normally  would  under 
their  Technology  brokering  Program). 

XZZ.  The  Draft  Report  (on  pp.7s8)  further  states  that: 
"For  these  purposes,  valid  obligations  can  only  be  incurred 
after  a  contract  has  been  established.  Dntil  a  contract  1m 
Issued  TVA.  _a  binding  obligation  of  DoD  funds  has  not 
occurred. *  (emphasis  added)  As  stated  above,  this  is  an 
issue  that  cannot  properly  be  determined  unilaterally  by  DoD, 
since  the  agency  with  post-acceptance  Economy  Act  compliance 
responsibility  is  TVA. 

XV.  Draft  Report  (p.B)  states:  "Also,  those  work  orders 
using  expiring  funds  where  TVA  has  issued  letters  of  intent 
after  September  30,  1991,  should  also  be  terminated  and 
funded  with  current  year  funds."  As  stated  above,  the 
determination  of  the  continued  viability  of  funds  provided 
to,  and  accepted  by, .TVA  under  the  auspices  of  the  Economy 
Act  aust  be  made  by  TVA,  particularly  in  the  eaae  of  existing 
letters  of  intent,  whereby  TVA  has  ostensibly  incurred 
contractual  (pecuniary)  liability. 

V.  Rased  on  the  foregoing,  and  upon  advice  of  Counsel, 
we  recoamend  deletion  of  the  following  sentences  on  p.6  of 
the  Draft  Report: 

I "Dntil  a  contract  la  issued  by  TVA,  a  blading 
obligation  of  DoD  funds  has  not  occurred.*) 

("All  DoD  Interagency  orders  issued  to  TVA  using 
expiring  PY  1991  funds  that  have  not  been  placed  on  contracts 
by  TVA  should  ba  deobllgated  in  accordance  with  the  Act.)” 
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THE  ASSISTANT  SECRETARY  OF  THE  NAVY 
(Rmarch.  tfcv.lopm.nt  ATM  Acquiawon) 
WASHINGTON.  D  C  20350-1000 

JAN  2  2 1992 


MEMORANDUM  FOR  THE  DEPARTMENT  OF  DEFENSE  ASSISTANT  INSPECTOR 
GENERAL  FOR  AUDITING 

Sub  j  :  DRAFT  QUICK -REACT  I  ON  REPORT  ON  DOD  PROCUREMENTS  THROUGH 
THE  TENNESSEE  VALLEY  AUTHORITY 
(PROJECT  NO.  2CH-5003.01) 

Rif:  (*)  DODIG  Miio  of  18  December  1891 

Enel:  (1)  DON  Response  to  Draft  Quick-Reaction  Raport 

I  aa  responding  to  tha  draft  quick-reaction  raport  forward ad 
by  rafaranca  (a)  concerning  procuraaanta  through  tha  Tannesste 
Vallay  Authority. 

Tha  Dapartaant  of  tha  Navy  raaponaa  is  provided  at  enclosure 
(1).  Ne  generally  agree  with  tha  draft  quick-reaction  raport 
findings  and  recommendations.  As  outlined  in  tha  enclosed  coa- 
aants ,  tha  Dapartaant  has  taken,  or  is  planning  to  taka  specific 
actions  to  ensure  adequate  aanageaent  controls  of  similar 
procuraaanta  in  tha  future. 


Cann 


Copy  to  : 
NAVXNSGEN 
NAVCOKPT  (NCB-53) 
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Department  of  the  Navy  Response 
to 

DODXG  Draft  Report  of  December  II,  1M1 


DOD  procurements  through  tha  Tannaaaaa  Vail  ay  Authority 
Project  208*5003*01 


Recommends t Iona  for  Corrective  Action 

1.  Ha  recommend  that  tha  Director,  Defense  Naaaarch  and 
Engineering;  Service  Acquisition  Executives?  and  tha  Diractor , 
Dafanaa  Logistics  Agency: 

Eftcanttadalifla 

a.  Cancsl  all  lntaragancy  ordars  to  tha  Tannaaaaa  Vallay 
Authority  listad  in  Enclosure  2  that  htva  not  baan  placad  on 
contract  or  that  hava  lattara  of  commitment  to  contractors  but 
vhara  no  coats  vara  incurred. 

now  Position: 

Concur  in  principle.  Tha  Navy  vill  cancel  all  of  tha  Encloaura  2 
orders  which  can  be  canceled.  Xf  appropriate,  they  nay  be 
ralaauad  citing  proper  funding  and  meeting  other  legal  and 
regulatory  requirements. 

Recommendation  1.  hi 

b.  Determine  tha  appropriateness  of  terminating  or  reducing 
interagency  orders  vhara  tha  Tannaaaaa  Vallay  Authority  has  only 
issued  lattara  of  commitmant  to  contractors  and  ensure  proper 
funding  is  used  on  any  contracts  that  art  awarded. 

DON  tetlUflPS 

Concur*  Ordars  will  be  examined  on  a  case  by  case  basis. 
Unauthorised  ordars  and  those  citing  inappropriate  funds  vill  be 
tars ins tad,  reduced,  or  ratified  with  proper  funding  as 
appropriate . 

Recommendation  A.c: 

c.  prohibit  placement  of  requests  for  supplemental  work 
under  existing  interagency  agreements  if  not  properly  approved  by 
a  DoD  contracting  officer. 
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mat  EeilUfln: 

Concur.  Vo  hovo  previously  Issued  guidance  reminding  Havy 
activities  of  tho  109a!  and  regulatory  requirements  for 
contracting  officer  approval  of  Xconomy  Act  orders.  It  is 
clearly  necessary  to  reissue  this  guidance  as  soon  as 
practicable,  but  not  later  than  10  rebruary  **• 

Recommends t 1 on  l.dt 

d.  Initiate  disciplinary  action  against  prograa  officials 
who  exceeded  their  authority  by  placing  Interagency  orders  with 
the  Tennessee  Valley  Authority. 

van  Positions 

Concur  in  principle.  Abuse  of  interagency  acquisition  to 
obligate  expiring  funds  or  obtain  services  of  favored  contractors 
should  result  in  disciplinary  action,  and  Commanders  of  Havy 
activities  involved  will  be  directed  to  tabs  such  action  where 
appropriate.  However,  the  failure  to  obtain  contracting  officer 
approval  of  such  acquisition,  while  regrettable,  say  not  in 
itself  warrant  disciplinary  action.  Isproved  procedures  end 
better  training  say  be  sore  appropriate  remedies. 

Recomaendatlon  l^e; 

e.  Discontinue  the  use  of  Military  Interdepartmental 
Purchase  Requests  (DD  form  448)  end  similar  forme  to  order  goods 
end  services  from  other  Federal  agencies  end  develop  e  form  that 
includaa  a  section  to  be  completed  by  e  contracting  officer  to 
document  compliance  with  the  Federal  Acquisition  Regulation  and 
the  Defense  Federal  Acquisition  Regulation  Supplement. 

DCW  Petition* 

concur.  If  practicable,  acquisitions  utilising  this  new  DoD  form 
should  be  recorded  in  the  DD  350  Reporting  System. 
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DEPARTMENT  Or  THE  AIR  FORCE 
wachinston  oc  aoaao-iooo 


If  JAN  B92 


MEMORANDUM  FOR  ASSISTANT  INSPECTOR  GENERAL 
FOR  AUDITING 

OFFICE  OF  THE  INSPECTOR  GENERAL 
DEPARTMENT  OF  DEFENSE 

SUBJECT.  DoDIG  Drift  Quick-Reaction  Report  on  DoD  Procurements 
through  the  Tennessee  Valley  Authority,  December  18, 1991 
(Project  No.  2CH-5003.01) 

-  INFORMATION  MEMORANDUM 

You  requested  Air  Force  Acquisition  Executive  (AFAE)  comments 
on  the  Findings  and  recommendations  made  in  the  subject  report. 

We  concur  with  your  findings  that  the  Military  Interdepartmental 
Purchase  Requests  (MIPRs)  cited  in  this  case  were  not  appropriately  used  in 
all  cases,  and  are  taking  actions  to  eliminate  the  use  of  interagency 
agreements  by  unauthorized  program  officials. 

We  have  added  a  section  (part  S,  section  J,  Use  of  Interagency 
Agreements)  to  the  draft  of  Air  Force  supplement  1/DoDI  5000.2 
Acquisition  Management  Policy  and  Procedures,  which  directs  that  Air 
Force  ordering  offices  shall  follow  procedures  in  FAR  17.504  and  obtain 
contracting  officer  determination  as  specified  in  the  FAR. 

We  concur  is  your  finding  that  compliance  with  existing  policy  has 
been  less  than  satisfactory  and  that  management  controls  require  additional 
emphasis  In  response  to  previous  audits,  we  issued  the  following  guidance; 
HQ  USAF/SC  Itr  dtd  4  Nov  88,  Policy  on  Use  of  Dept  of  Energy 
Interagency  Agreements;  HQ  USAF/SC,  ltr  dtd  30  Jan  89.  Policy  on  Use  of 
DOE  Interagency  agreements;  HQ/LEEV  Itr  dtd  1  Dec  89,  Task  Orders 
Through  The  Department  of  Energy.  Based  on  the  continuing  problems 
found  in  this  draft  report  we  also  intend  to  insert  additional  coverage  in  the 
AF  FAR  supplement  in  the  near  future.  Further,  we  support  a 
recommendation  that  steps  be  taken  by  the  Defense  Finance  and  Accounting 
Service  (DFAS)  to  redesign  the  MIPR  (DD  Form  448)  so  that  mandatory 
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review  by  the  appropriate  contracting  authority  can  occur  to  assure 
compliance  with  the  Federal  Acquisition  Regulation  and  the  Defense  Federal 
Acquisition  Regulation  Supplement. 

We  do  not  agree  that  the  savings  of  $106.4  million  cited  in  the  report 
are  correct  At  least  some  of  the  cancelled  interagency  orders  represent  bona 
fide  requirements  which  will  be  reprocured  using  other  contracting  methods. 
As  a  result  of  the  cancellation  of  interagency  orders  with  bona  fide 
requirements,  those  elements  would  have  to  obtain  new  funding  for  the  basic 
requirement  incur  additional  costs  for  reprocurement  and  incur  substantial 
delays  in  delivery.  We  do  not  believe  such  action  would  be  in  the  best 
interests  of  the  Government 


Regarding  proposed  corrective  actions  (a)  and  (b),  we  suggest  that  all 
the  requirements  be  reviewed  prior  to  cancelling  the  interagency  orders. 
Further,  we  believe  that  only  those  orders  that  would  not  have  been 
approved  bad  proper  procedures  been  followed  should  be  cancelled.  The 
reprocurement  cost  of  these  items  could  greatly  outweigh  the  value  of  any 
cost  savings  identified  in  this  report 


Finally,  in  response  to  item  (d),  all  transactions  will  be  reviewed,  and 
appropriate  administrative/disciplinary  actions  will  be  taken  as  needed 
consistent  with  appropriate  personnel  policies,  procedures,  and  legal 
considerations. 
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DEFENSE  LOGISTICS  AGENCY 

MtAOOUAftTIM 
CAMCRON  STATION 
ALEXANDRIA,  VIRGINIA  22 SOS -SI 00 


is  JAN  392 


MEMORANDUM  FOR  ASSISTANT  INSPECTOR  GENERAL  FOR  AUDITING . 
DEPARTMENT  OF  DEFENSE 


SUBJECT:  Draft  Qui ck -Raact 1 on  Raport  on  DoD  Procuramants  Through 

the  Tannasstt  Vall*y  Authority  (Projaet  No.  2CH-5003  01) 


This  is  in  rasponsa  to  your  lfi  Drc  91  Maortndun  raquastinA  our 
common ti  partainin|  to  the  subjtct  draft  rsport  Th«  attachad 
positions  hava  baan  approvtd  by  Ms  Halan  T  McCoy.  Daputy 
Comptrol lar ,  Dafansa  logistic*  Afancy 


/O  ,  (r‘  S'  — . - 

/tfAC^ELIKE  0.  BRYAKT 
«ChitJ.  Intarnal  Raviaw  Division 
Offica  of  Coaptrollar 
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TYPE  OF  REPORT:  AUDIT  DATE  OF  POSITION :  10  J*l»  02 

PURPOSE  OF  UPUT:  INITIAL  POSITION 

A UP IT  TITLE  ANP  NO;  Draft  Quick-Reaction  Report  on  DoP  Procurements  Through 
tha  Tennessee  Vail  ay  Authority  (TVA) 

(Projact  No.  2CH-9003.01) 

FINDING: 

a.  A  total  of  169  intaragancy  orders,  valuad  at  6109.5  Million  wara 
aant  to  TVA  in  Auguat  and  September  1001.  Thara  wara  175  ordara  valuad  at 
6104.6  million  that  involvad  tranafarrad  funda  dua  to  expire  in  FT  1001. 
Intarnal  control  procaduraa  and  practicaa  did  not  pracluda  program  officiala 
from  obtaining  tha  funding  required  to  iaaua  tha  intaragancy  ordara  or 
pracluda  accounting  and  finance  officaa  from  tranafarring  funda  to  TVA  on 
ordara  that  wara  not  proparly  authorized. 

b .  Internal  Controla  Tha  audit  determined  that  intarnal  accounting 
and  admini atrativa  controla  either  did  not  exist  or  ware  inadequate  to 
pracluda  unauthorized  iaauanca  of  intaragancy  ordara  and  to  pracluda 
paymenta  on  intaragancy  ordara  that  ware  not  approved  by  PoP  contracting 
officara.  We  consider  these  intarnal  control  weaknesses  to  ba  material. 

PLA  COMMENTS;  Partially  concur.  Baaed  on  tha  misuse  of  intaragancy 
agreements  with  tha  Library  of  Congress  and  tha  Department  of  Energy . 

Defense  Logistics  Agency  (PLA)  issued  a  policy  latter  dated  29  September 
I960  which  established  intarnal  controls  on  tha  use  of  non-DoD  agencies 
under  tha  Economy  Act  (copy  attached).  Tha  latter  did  not  specifically 
cover  use  of  another  PoP  Component’s  agreement.  We  will  amend  the  policy 
specifying  the  need  for  review  and  approval  when  using  other  PoP  Component’s 
agreement  We  agree  that  request  for  support  from  a  civil  agency  should  ba 
justified  and  approved  by  a  contracting  officer  or  a  delegated  official 
serving  in  the  best  interest  of  the  Government. 

We  do  not  agree  that  the  weakness  is  material  considering  tha  condition 
under  which  PLA  got  involved  with  the  Tennessee  Valley  Authority  (TVA) .  Tha 
Air  Forca  (AF)  raquastad  us  to  fund  a  statutorily  raquirad  action  for 
obtaining  a  fire  protaction  cart  1 f i cation  of  a  building  in  Xally  Air  Forca 
Basa  ( AFB)  used  to  store  flammable  liquids.  As  a  tanant  and  undar  tha 
Intaragancy  Support  Agreement  between  Xally  AFB  and  PLA  Pafansa 
Reut i 1 izati on  and  Marketing  Service  (DBMS),  PLA  waa  obligated  to  fund  tha 
action  taken. 

INTERNAL  MANAGEMENT  CONTROL  WEAKNESSES; 

t  )  Nonconcur.  (Rationale  must  be  documented  and  maintained  with 
your  copy  of  the  response.) 

(x)  Concur;  however,  weakness  is  not  considered  material.  (Rationale 
must  ba  documented  and  maintained  with  your  copy  of  tha 
response . ) 

(  )  Concur;  weakness  is  material  and  will  be  reported  in  tha  DLA 
Annual  Statement  of  Assurance. 

ACTION  OFFICER:  Frank  Bokowski.  DLA-LR,  X46295.  10  Jan  92 
PSE  REVIEW/ APPROVAL:  Roger  C.  Roy.  Assistant  Director.  Office  of  Policy  A 
Plans  (DLA-L) .  *46271.  10  Jan  92 

PLA  APPROVAL:  Helen  T.  McCoy,  Deputy  Comptroller 
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DLA*L 


DEFENSE  LOGISTICS  AGENCY 

HEADQUARTER* 

CAMERON  STATION 
ALEXANDRIA.  VIRGINIA  21)P4-«lOO 


1 1  SEP  WO 


SUBJECT:  Us#  of  Interagency  A|p#R»tnt»  with  federal  Agencies 


TO:  Commanders  of  DLA  Primary  Levsl  Field  Activities 

Heads  of  HQ  OLA  Principal  Staff  Element f 


1.  Becently ,  tho  OoO  Inspector  General  latuod  two  report* 

•  tating  that  OoO  component*  ailauaod  interagency  agreements  with 
tho  Library  of  Congroaa  and  tho  Department  of  Enorgy  to  obtain 
contractor  support  by  not  fulfilling  tho  required  authority  and 
justification  documentation  by  tho  Fodoral  Acquisition  Begulatlon 
(FAB)  and  tho  Defense  Fodoral  Acquisition  Begulatlon  Supplement 
fDFABS) .  Although  OLA  is  not  specifically  cited  in  either 
report,  internal  controls  are  required  to  preclude  improper  use 
of  interagency  agreements  (hereafter  referred  to  as  agreements) 
to  circumvent  statutory  and  regulatory  (FAB/0FAB5)*  procedures » 
such  as  bypassing  the  Competition  in  Contracting  Act  of  10S4  or 
avoiding  the  necessity  for  advanced  procurement  planning  to 
accommodate  normal  procuroment  lead  time. 

5.  Several  agreements  for  support  services  have  been  made  with 
civil  agencies  by  certain  elements  of  DLA.  The  Economy  Act  of 
1Q32  applies  to  the  interagency  acquisition  of  services  required 
under  those  agreements  whereby  the  services  are  to  be  provided  by 
contractors  through  tho  servicing  agency  in  accordance  with 
FABS/DFABS  Subpart  )7.S.  frier  to  signing  any  agreement  through 
which  tho  servicing  agency  will  provide  support  by  means  of 
servicing  agency  resources  and/or  a  contractor,  a  determination 
must  bo  made  that  tho  agreement  Is  in  the  'best  interest  of  tho 
Government. *  To  establish  necessary  controls,  each  acquisition 
made  under  the  agreement  stands  alone  and  must  be  certified  by  an 
official  designated  by  tho  Director  that  all  requirements  of  tho 
Economy  Act,  the  FAB,  the  DFABS  or  any  other  governing  rule  are 
met.  For  proposed  agreements  and  sach  acquisition  to  be  obtained 
thereunder  originating  within  DLA,  the  designated  official  for 
tho  Director  is  tho  Assistant  Director,  Policy  and  flans  (DLA-L)  • 

3.  When  contractor  support  is  to  bo  acquired  under  an  agreement, 
there  ia  an  additional  requirement  under  DoD  Directive  €305.3, 

DoD  Contracted  Advisory  and  Assistance  Services  (CAAE) ,  for  the 
requiring  component  to  comply  with  management  controls/procedures 
and  account  for  tho  funds  attributed  to  those  services  which 
Involve  CAAS  category  tasks.  Thus,  each  proposed  interagency 
acquisition  for  services  must  be  In  eempl lance  with  the  manage¬ 
ment  controls  and  preparation  responsiblll ties  sot  forth  In  FAB 
Sections  37.205  and  37.206.  DLAB  5010.3,  DLA  CAAS,  assigns  DLA-L 
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DLA-L  PAGE  3 

SUBJECT:  Use  o i  Interagency  Agreements  with  Federal  Agencies 


rtipomibiUty  for  CAAS  Approval  to  Policy  and  Plana  or  tho 
Director/Deputy  Directors,  DLA,  where  applicabla.  In  ordar 
to  fulfill  this  raaponaibi 1 i ty ,  all  purehaaa  requests  for 
services  propoaad  for  acquitition  undar  an  agreement  ara  to 
ba  submitted  to  DLA-L  for  determination  of  CAAS  applicability. 
Where  it  ia  found  that  propoaad  acqulaitiona  ara  for  CAAS 
aarvlcaa  to  ba  provldad  undar  contract  through  an  agreement 
with  a  aarvicing  agency,  Policy  and  Plana  will  obtain  tha  CAAS 
approval  (a)  raquirad  under  regulatory  guldelinee.  The  approval 
document* 'are  to  accompany  tha  purehaaa  raquaat  tranamltted  to 
tha  aarvicing  agancy  contracting  activity. 

4.  Aa  of  tha  data  of  thia  latter,  future  agraamanta  with  Padaral 
Agencies  ara  to  ba  coordinated  with  and  approvad/aignad  by  tha 
Assistant  Director,  Policy  and  Plana.  Additional  review  by  other 
Principal  Staff  Elements,  such  aa  the  Comptroller,  the  Counsel, 
and  Contracting,  may  ba  required.  Certif icatlon  will  ba 
obtained,  where  necessary,  to  ensure  the  agreement's  contents 

are  sound  on  a  business,  legal,  and  financial  basis,  that  they 
provide  for  effective  contract  administration  and  reporting, 
and  that  they  are  otherwise  In  the  Oovarnment's  beat  Interest. 
Further,  the  Comptroller  will  ensure  that  no  funds  are  trans¬ 
ferred  to  tha  servicing  agancy  until  all  required  certif ications 
and  approvals  ara  accompl ished .  These  procedures  also  apply  to 
each  requirement  for  services  to  be  ordered  under  an  agreement 
once  in  place.  The  policy  is  not  to  dlacourege  agreements  where 
it  is  in  the  Government's  best  interest  to  do  so,  but  to  ensure 
all  regulatory  guidelines  are  compiled  with  and  that  the 
agreement  Is  properly  prepared.  Justified,  and  approved. 

5.  The  point  of  contest  is  Frank  Bokowskl ,  DLA-LB .  AT  284-6295. 

rn^/7?. 

CH Aft LIS  MeCAUSLAMD 

Llsutanant  Qeneral ,  DSAF 

Diractor 
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MIMATJOA  OF  AUTHOSITT  FOI  IVTIBAOXVCY 
ACQUISITIONS  MADE  UNDE  I  THE  ECONOMY  ACT  Of  1033 


Whorolft  Subpart  17.5  of  tbo  Fodtral  Acquisition  Population 
and  tho  POD  Fodtral  Acquisition  Population  Supploioont  provides 
for  tho  hood  of  tho  roquoitinp  aponey  to  dolopato  outhorlty  to 
aako  tho  dotorainatlon  that  tho  Oovornnont 'a  boot  Interest  is 
oorvod  throu|h  an  intoraponcy  acquisition,  I  horoby  dolopato 
ouch  outhorlty  for  intoraponcy  acquisitions  by  tho  Pofonoo 
Loplotles  Aponey  to  tho  Assistant  Director,  Offieo  of  Policy 
and  Plano. 

ChZIlIS  MeCAOSLAND 
Lieutenant  Control ,  USAF 
Diroctor. 

Pofonoo  Loplsties  A|oncy 
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TTPE  or  Ur  OUT:  AUDIT  DATE  OF  POSITION:  10  Jen  03 

PUAPOSE  OP  INPUT;  INITIAL  POSITION 

AUDIT  TITLE  AMD  NO;  Draft  Qulek-Aeection  Aeport  on  DoD  Procurements  Through 
Abe  TfisnifiM  Valley  Authority 
(Project  No.  2CI- 5003.01) 

AECOMWTNDATION  l.a:  We  recommend  that  tho  Director.  Defense  Aesearcb  and 
Xnginotrjn|:  Service  Acquisition  Executives;  and  tho  Dlroetor.  Dofonoo 
Logistic#  Agoncy  (DLA) ,  eancol  oil  intormgoney  orders  to  tho  Tonnoosoo 
Valley  Authority  Ustod  in  tnclosuro  3  In  tho  roport  that  havo  not  boon 
plaeod  on  contract  or  that  havo  lottors  of  eoaaitaont  to  contractors  but 
where  no  costs  were  incurred. 

DLA  COMMENTS :  Not  applicable.  On  advice  of  Nolly  APS.  DAMS  under  DLA 
plaeod  an  order  against  an  existing  AF  contract  with  TVA  to  provide  service 
required  to  obtain  a  Texas  National  Eire  Protection  Association  (NPPA) 
certification  for  a  building  used  to  store  f lemaab) e/combus tlble  liquids. 

The  work  was  completed  in  September  1991  and  the  eerti  f Ication  was  obtained. 
There  is  no  outstanding  DLA  orders  with  the  TVA. 

DISPOSITION: 

<  )  Action  is  ongoing.  Estimated  Completion  Date: 

(x)  Action  is  considerod  complete. 

INTERNAL  MANAGEMENT  CONTAOL  WEAKNESSES. 

<x)  Nonconcur,  (Bationals  must  be  documented  and  maintained  with 
your  copy  of  the  response.) 

<  )  Concur:  however,  weakness  is  net  considered  material.  (Aationale 
must  be  documented  and  maintained  with  your  copy  of  the 
response.) 

(  )  Concur;  weakness  is  material  and  will  he  reported  in  the  DLA 
Annual  Statement  of  Assurance. 

ACTION  OFFICE*:  Prank  lokowski.  DLA-LA .  *46295,  10  Jan  92 
PSE  AETIEW/APPAOVAL:  Aoger  C.  Aoy .  Assistant  Director.  Office  of  Policy  A 
Plans  (DLA-L).  X4627],  10  Jan  92 

DLA  APPAOVAL:  Melon  T.  McCoy.  Deputy  Comptroller 


Final  Report 
Page  No. 


17 


APPENDIX  O 
Page  6  of  10 


87 
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TYPE  OF  REFORT';  AUPZT  DATE  OF  POSITION:  10  Jan  93 

FURFOSE  OF  INPUT:  INITIAL  POSITION 

AUDIT  TITLE  AMD  *0;  Draft  Quiek-React i on  Raport  on  DoD  Procurements  Through 
tha  Tannaaaaa  Valley  Authority 
(Project  Vo.  2CH-5003.01) 

RECOMMENDATION  l.b:  We  recommend  that  tha  Director,  Defense  Raaaareh  and 
Engineering;  Sarvlea  Acquisition  Executives;  and  tha  Director,  Defense 
Logistic*  Agancy.  determine  tha  appropr latanaaa  of  terminating  or  reducing 
intoraganey  ordara  where  tha  Tannaaaaa  Vallay  Authority  baa  only  laauad 
latter*  of  commitment  to  contractora  and  ensure  proper  funding  la  used  on 
any  contracts  that  are  awarded. 

DLA  COMMENTS:  Vot  applicable.  See  Recommendation  l.a. 

DISFOSITIOV: 

(  )  Action  is  ongoing.  Estimated  Completion  Date; 

<x)  Aetion  is  considered  complete 

INTERNAL  MANAGEMENT  CONTROL  WEAKNESSES: 

(x)  Nonconcur.  (Rationale  oust  be  documented  and  maintained  with 
your  copy  of  the  response  ) 

(  )  Concur;  however,  weakness  is  not  considered  material.  (Rationale 
must  be  documented  and  maintained  with  your  copy  of  the 
response . ) 

1  )  Concur;  weakness  is  material  and  will  be  reported  in  the  DLA 
Annual  Statement  of  Assurance. 

ACTION  OFFICER:  Frank  Sokowski .  DLA-LR,  X40295,  10  Jan  92 

FSE  REVIEW/ APPROVAL :  Roger  C.  Roy,  Assistant  Director.  Office  of  Policy  A 
Flans  (DLA-L) .  x4C271,  10  Jan  92 

DLA  APPROVAL:  Helen  T.  McCoy.  Deputy  Comptroller 
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?m  or  UtrOIIT;  AUDIT  DAT!  or  fOSITIOM:  10  J«n  92 

purpose  or  iitpxjt :  initial  position 

AUDIT  TITLE  AND  NO:  Draft  Quick-Reaction  Report  on  DoD  fro curementi  Through 
tho  Tennessee  fallsy  Authority 
(Pre;ect  No.  2CN-5003  01) 

RECOMMENDATION  5,c:  We  recommend  that  the  Diroctor.  Dolans*  Research  and 
Engineering;  Service  Acquisition  Executive!;  and  tho  Diroctor,  Defense 
Logistic#  Agancy.  prohibit  placement  of  raquasts  for  aupplemental  work  under 
ax i st i ng  i ntaraganey  agreements  if  not  proparly  approvad  by  a  DoD 
contracting  officsr. 

DLA  COMMENTS:  Concur.  We  will  amtnd  our  policy  dated  26  September  1090 
ramforeing  tha  requirement  for  approval  of  intaragoncy  agraawants  and 
orders  for  contract  support.  Me  will  specify  that  tha  use  of  another  DoD 
component's  agreement  requires  compliance  with  ths  federal  Acquisition 
Regulation  and  approval  of  funds  transfer  Ms  will  codify  the  DLA  policy 

letter  and  ravision  into  a  DLA  regulation  Basic  policy  is  m  place.  We 

will  emphasise  and  sionltor  compliance 

DISPOSITION; 

(x)  Action  is  ongoing  Estimated  Completion  Date:  30  Jun  92 
(  )  Action  is  considered  complete 

INTERNAL  MANAGEMENT  CONTROL  WEAKNESSES: 

(  )  Nonconcur  (Rationale  must  bs  documented  and  maintained  with 
your  copy  of  the  response  1 

(x )  Concur:  however,  weaknea#  is  not  considered  material  (Rationale 
must  be  documented  and  maintainad  with  your  copy  of  tha 
responsa  ) 

(  )  Concur:  weakness  is  mattnel  and  will  be  reported  in  the  DLA 
Annual  Statement  of  Assurance 

ACTION  OFFICER:  Frank  Bokowski,  DLA-LR.  x46295,  10  Jan  92 
PSE  REVIEW/APPROVAL:  Roger  C.  Roy.  Astiatant  Director,  Offiee  of  Policy  A 
Plans  (DLA-L) ,  xt621).  10  Jan  92 

DLA  APPROVAL.  Helen  T  McCoy,  Deputy  Comptroller 
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TYPE  or  REPORT:  AUDIT  DATE  OP  POSITION:  10  Jan  92 

PURPOSE  OF  IMPUT :  INITIAL  POSITION 

AUDIT  TITLE  AND  10:  Draft  Quick*Reaction  Report  on  DoD  Procurement*  Through 
the  Tenneaeee  Valley  Authority 
(Prelect  Bo.  2CH-5003 , 01) 

RECOMMENDATION  l.m:  We  recommend  thet  the  Director,  Defense  Research  and 
Engineering ;  Service  Acquisition  Executives;  and  the  Director,  Defense 
Logistics  Agency,  discontinue  the  use  of  Military  Interdepartmental  Purchase 
Requests  (DD  Form  448)  and  similar  forms  to  order  goods  and  services  from 
other  Federal  agencies  and  develop  a  fora  that  includes  a  section  to  be 
completed  by  a  contracting  officer  to  document  compliance  with  the  Federal 
Acquisition  Regulation  and  the  Defense  Federal  Acquisition  Regulation 
Supplement . 

DLA  COMMENTS :  Nonconcur  As  opposed  to  eliminating  Military 
Interdepartmental  Purchase  Request.  DoD  ahould  Initiate  action  to  clarify 
its  use  and  approval  process  for  Interagency  procurements  in  the  Finance  and 
Accounting  Manual  and  other  pertinent  regulations. 

DISPOSITION: 

(  )  Action  is  ongoing.  Estimated  Completion  Date: 

( x )  Action  is  considered  complete. 

INTERNAL  MANAGEMENT  CONTROL  MEANNESSES: 

(x)  Nonconcur.  (Rationale  must  be  documented  and  maintained  with 
your  copy  of  the  response.) 

(  )  Concur;  however,  weakness  is  not  considered  material.  (Rationale 
must  be  documented  and  maintained  with  your  copy  of  the 
response . > 

(  >  Concur:  weakness  is  material  and  will  be  reported  m  the  DLA 
Annual  Statement  of  Assurance 

ACTION  OFFICER:  Carl  Kerby,  DLA-CXF .  x<822).  30  Dec  91 
PSE  REVI EW/ APPROVAL :  Linde  Malker,  Chief,  Financial  Systems  A  Control 
Division  (DLA-CX) .  >48221,  30  Dec  91 

DLA  APPROVAL:  Helen  T.  McCoy.  Deputy  Comptroller 
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TIRE  or  RETORT:  AUDIT  DATE  Or  R0SITI0E:  JO  J.n  93 

FURFOSE  OF  IMFUT:  XMTUL  F0S1TI0M 

AUDIT  TITLE  AID  10:  Droft  Quiek-Rooction  •■port  on  DoD  Froeurtaont*  Through 
tho  Tonnoaaoo  Folloy  Authority 
(Froioct  Mo.  2CH-5003 .01) 

RECOMMENPATIOM  I -A'*  Vo  ncowind  that  tho  Diroeter,  Doftnoo  Rimreh  And 
Cnfl lntirul :  Sorvieo  Acquisition  Exocutivo*;  ond  tho  Dirtctor.  Dtfonco 
Logi st let  Agoney.  inltioto  dioeipllnory  Action  Agolnot  progroa  official*  who 
oxcoodod  thoir  Authority  by  plACing  intoragoney  ordors  with  tho  Tonnooioo 
v«ij«y  Authority. 

DLA  COMMEMTS:  nonconcur.  DIMS  Aetod  on  tho  Advico  of  lolly  ATI  to  fund  An 
ordor  Agtinot  An  Axliting  AF  contract  with  TVA .  Th*  program  official*  octod 
in  a  prudont  aannor  to  obtain  tho  roquirod  cor t i f leAtion  for  tho  building 
within  tho  roquirod  tiao  fraao. 

DISFOSITIOM: 

t  }  Action  if  ongoing  Eftiaatad  Coaplotion  Dot#: 

(x)  Action  is  contldorod  comploto 

INTERNAL  MANAGEMENT  CONTROL  MEANNESSES: 

(x)  nonconcur  (Xotionolo  wus t  bo  docuaontod  And  aomtAinod  with 
your  copy  of  tho  rooponoo  ) 

(  )  Concur;  howovor.  woakno**  if  not  conoidorod  aatonal.  (Rational* 
auot  bo  docuaontod  And  aaintainod  with  your  copy  of  tho 
rooponoo . ) 

(  }  Concur;  wooknoot  ia  maton*!  And  will  bo  roportod  in  tho  DLA 
Annual  StAtoaont  of  Aoouroneo 

ACTION  OFFICER:  Frank  lokowoki .  DLA-LR,  *46295 ,  10  Jan  02 
FSE  REV1EW/AFFR0VAL;  Rogor  C.  Roy,  Aaaiatont  Diroetor.  Offieo  of  Foliey  A 
Flan*  (DLA-L)  .  *46271,  10  Jon  02 

DLA  AFFROVAl:  llolon  T.  McCoy.  Doputy  Coaptrollor 
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